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ABSTRACT

Natural resources are scarce and the need for these resources is growing. As a result, there
is a need to utilise these resources in an efficient manner to achieve the government’s social
and economic goals and objectives. However, the traditional budgetary system as applied in
the government, mainly satisfies two objectives only; control and accountability. Therefore,
there is a need to modify the current budgetary system to meet, in addition to control and

accountability, other objectives such as measurement of efficiency and effectiveness.

Program Budgeting (PB), which is budgetary system that focuses on the purposes of
government activity and the efficiency and effectiveness of that activity, is described and
evaluated. Despite PB’s major advantages, it has failed in all countries that applied it because

of the weaknesses that are inherent in this type of budgetary system.

Furthermore, the traditional budgetary system, as applied by Ministry of Education (MOE)
was evaluated. Finally, an alternative budgetary system was introduced and performance
indicators were developed and applied to MOE expenditure for the years 1988, 1989 and
1990. The proposed budgetary system is a mixture of both the traditional budgetary system

and PB system.






Chapter One

Introduction

1.1 PROCEDURES OF THE RESEARCH

Although the available national resources are scarce, there is a growing public
demand for more and better services to be provided by the Government Depart-
ments. This increases the need to manage existing resources in a better manner.
The government should, therefore, become more concerned about the way it
manages its money, personnel, facilities, and assets. This concern is about how

to make more effective and efficient use of these resources.

The major goals pf the government are to ensure that available resources are
used to satisfy the most important public needs, and that these resources, are
managed effectively to meet the goals and objectives established for the Gov-
ernment Directorates; and that they are used efficiently to maximise the output
of work per unit of expenditure. One of the most important resource management
tools in the government is budgeting which can be defined as the orderly pres-
entation of the anticipated results of a plan, project, or strategy (Sweeny and Rachin.
p.p. 2), However, the traditional budgetary procedure used in Bahrain is not
structured according to the criteria mentioned above (i.e. efficiency and effective-
ness). Its main goal is to control the budget allocated to various Government

Directorates, and to hold them accountable for this budget.
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In this research the Program Budgeting (PB) will be evaluated as an alternative
to the Traditional Budgeting. A detailed literature review of PB is presented in
Chapter two. This chapter covers the experience of United States and U.K. in
implementing the PB. The chapter includes a discussion of the key elements and
considerations of PB; this includes the issues analysis, cross-walk, change analysis,
annual calendar, systematic analysis, information analysis and the definition of
a program. The development of the performance indicators and program struc-
turing are the most important factors to the success of PB. These two factors
are covered in detail in two separate sections of Chapter two. Finally, the chapter
concludes with identifying the costs and benefits of the PB, and the reasons that
lead to its failure in most of the countries that have implemented it, including U.S.

and U.K.

Chapter three describes the current budgetary process in the Government. A review
6f the main clauses of the Budget Law Number 1 for the year 1975 is presented.
A description of the Ministry of Education (now and here after it will be refereed
to as MOE) organisational structure, goals and objectives and budget preparation
process is also covered under this chapter. Finally, the costs and benefits of the

traditional budgeting system is covered.

Due to the difficulties faced by the various countries that triéd to implement PB,
andthe short comings of Traditional Budgeting (TB), a proposal of a new budgeting
system that tries to combine between the above two mentioned systems (PB, TB)
is presented in Chapter four. The objectives, the program structure, and other

key elements of the proposed system are also covered in chapter Four.
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The application of the proposed budgetary system on MOE is presented in Chapter
five. MOE'’s actual expenditure for the last three years is analyzed for the purpose

of computing efficiency measures.

Chapter six includes the research Summary and Conclusion.
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1.2. IMPORTANCE OF THE RESEARCH

Although the resources (financial, skillful and trained manpower, and other natural
resources) available to the Government are scarce, however, the need for these
resources is expanding as a result of the State’s policy to increase the quality
and quantity of the public and social services provided to Bahrain citizens and

also due to the increase in the number of beneficiaries from these services.

Accordingly, there is a vital need to utilize these resources in a manner that is
most effective and efficient. The current traditional budgeting system used by the
government does not provide the basis to control and measure the Ministries and
Government Departments’ efficiency and effectiveness in utilising the resources
available to them. This is due to the fact that the current budgetary system stresses
control and accountability while ignoring other important informational needs (for
example, what the Ministries are doing, why they are doing it, and how well

are they doing it).

The above discussion does not imply that control and accountability are not
important. Of course, they are. But, they can be achieved under a different type
of budget format which also produces additional information that will aid in better
allocating and utilising Bahrain's scarce resources. Therefore, the importance of
this research is to propose a system that provides such important information or,
while maintaining, control and accountability as vital elements of the budgeting

process.
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1.3. THE OBJECTIVE OF THE RESEARCH

The primary objective of this research is to propose a budgetary reform for the
Ministry of Education. A proposal that is intended to lead to a better utilisation
of the scarce resources available to the Ministry in achieving its educational goals

and objectives through the use of efficiency measurements.
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1.4. RESEARCH METHODOLOGY AND SOURCES OF DATA

1.4.1. Research Hypothesis

The main hypothesis of this study can be stated as follows :
“There is a budgeting system that provides information necessary to facilitate
the computation of effectiveness measures for the Ministry of Education in

the State of Bahrain.
1.4.2. Research Sample
The scope of the research is limited to the following areas:

a) Among the various budgetary systems, this study will examine the Program

Budgeting System as an alternative to the Traditional Budgeting.

b) The budgeting reform actions that should be taken in Ministry of Education
(MOE). MOE is chosen for the study because the preliminary interviews
with MOE officials have indicated that the Ministry has already taken some

steps toward budget reforming.

c) The research analysis and recommendations will be related to the MOE
recurrent expenditures. Capital expenditure is allocated to and controlled

by Ministry of Works, Power and Water.

d) The application of the proposed budgeting System will be limited to the
“Schools Direct Cost Program” because of the significant amount of

ent
rec;:;ﬁt expenditure incurred by this program can average, more than 80%
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of MOE recurrent expenditure).

During the research, | have faced difficulties in obtaining some of the

necessary data because of the following reasons:

- Confidentiality and inavailability of some data (for example, the goals and

objectives of various Directorates at MOE, cost per student in MOE schools).

Reluctance of some employees to provide the data due to the rules and

regulations related to the concerned Government Directorates.

1.4.3. Analytical Methods

To evaluate the ability of the proposed system to produce information that
can be used for the computation of effectiveness, several measures of
effectiveness were used. Those measures are widely known and have been
used in the evaluation of the educational activities. The following books were
the main sources of effectiveness measures performance indicators dis-
cussed in chapter four :

- “Educational cost Analysis In Action: Case studies for Planners”, by Coombs

P. and Hallak J.
- “Indicators of Educational System”, by Johnstone J.
- “Criteria and Methods for Educational Research Reform and Planning”,

by Vasudivan M.

The performance indicators are divided into three categories, namely;

input, process, and output indicators.
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1.4.4. Sources of data

In conducting the research, the necessary data will be collected from both
primary and secondary sources. The primary data will be collected through
interviews conducted with the authorized persons in the concerned Ministries
and Governments Directorates. The secondary data will be collected through
the review of literature available in the University of Bahrain Library and in

the concered Ministries.



S




Chapter Two

REVIEW OF LITERATURE

2.1 DEFINITION OF PROGRAM BUDGETING

PB does not have a standardized definition of its encompassing nature. Its many
aspects include concepts; a system and process; a technique and format; and,
in some cases, almost a management philosophy. The following are some useful

definitions of PB:

PB is a management decision making system that ties together strategic and long-
range planning with conventional budgeting and supporting analysis so that an
' organization can most effectively assign resources to achieve both its short and
long-range objectives. It utilizes a planning and budgeting process in an output- -
oriented program format, which is oriented to its objectives to facilitate developing
and evaluating alternatives. This process ultimately leads to an allocation of
resources over a planning period. This is then a basis for constructing a budget

(Sweeny and Rachlin - 1981).

Another definition to PB is, a system that seeks to establish the goals and objectives
for each major area of an organization’s operations. Priorities are determined for
the attainment of goals and objectives by executive management and conveyed
to operational managers who, in turn, develop possible alternative programs. The
total cost of each program is related to the total benefits that would be derived
from the program to determine the efficiency of the program. The most effective
and efficient programs are selected, integrated into a comprehensive program and

implemented (Glynn J. 1987).
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A third definition to PB is that it is an approach for focusing on the purposes of
Government activity, and the efficiency and effectiveness of that activity, rather
than on the level of expenditure on certain items or inputs. It provides a budgetary
framework for systematically reviewing the achievement of programs against their
objectives as part of the funding process, and for attaining accountability of
departmental management for the ultimate results of the expenditure of funds

(Department of Finance in Australia - 1985).
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2.2 FRAMEWORK OF PROGRAM BUDGETING

A major aim of PB is to convert the annual routine of preparing a budget into a
conscious appraisal and formulation of an organization's goals by providing a long-
range perspective. A PB framework requires the fusion of strategic and long-range
planning with budgeting processes through the use of various structural, analytical
and informational elements. A generalized PB system does not exist. In applying
PBto an organization, managers must tailor it to the organization’s particular context
and needs. There are several key processes and elements, however, that are

common to most PB systems. (Sweeny and Rachlin, 1981).

2.2.1 PB Process Phases

Program budgeting operates within three basic interlocking and interactive process
phases in its annual cycle: planning, programming and budgeting. They have
separate time allotments, with reviews and key decision checkpoints at each

juncture, providing progressively more detailed views.

The planning phase should provide time for identifying and studying challenges,
objectives, and alternatives, and for resolving the basic strategy and program
structure. The programming phase should provide time for the assembly and review
of detailed planning forecasts (inputs and related outputs in a program structure).
The budgeting phase should provide sufficient time to translate the previous efforts

into a traditional line-item budget.
a) Planning Phase

The planning phase deals with the development of missions, goals, objectives,

and alternatives and with the strategies and general resource allocations for
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achieving them over a long-range time frame expressed in a basic program

structure. The following are the main elements of this phase:
1) Strategic and long-range planning

The planning phase can be viewed and conducted sequentially. Strategic planning
is the first consideration. This means planning for an entity as a whole, not merely
adding up the separate plans of the respective parts without a common and guiding
thread. When dealing with a company as a whole in industry this strategic planning

is sometimes referred to as corporate planning.

Strategic planning is basically concerned with the long-term destiny of an organi-
zation. It is the guiding light. Whatever the organization’s size, its destiny will
generally depend upon two, three, or four key decisions. If they are right, the
organization will be well positioned to take advantage of most opportunities or to
solve most problems that come along. If they are wrong it may not just mean
having the wrong foot on the playing field, but playing the wrong sport in the wrong
stadium. The results can be a serious deterioration in, or the demise of, an

organization. (Sweeny and Rachlin, 1981).

Strategic planning consists of identifying what those few decisions are and getting
them right. Although strategic planning is deceptively simple, this does not mean
thatitis easy. Difficulties arise because the decisions are pivotal, with big impacts,
and they depend largely on judgment and intuition in an uncertain future. A strategic
plan should summarize in very broad terms and qualification what the key decision
makers believe the organization should look like in the next 5-10 years, together
with a realistic statement as to how it will be done. Apart from the intrinsic value
of the strategic plan, a sense of consensus and cohesion in an organization
generally follows its development, with more members pulling in the same direction

and at the same speed. This is especially so if the planning process was interactive
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up and down the line. If an organization is big and diverse, the major component
entities should so develop supporting strategic plans, which, of course, must
ultimately be governed by the organization’s overall requirements and program

structure.

In all cases, the initial broad focus of strategic generates the major options and
aids in decisions on the missions, objectives, policies, and major PB program
groupings and on the general acquisition, use, the disposition of resources necessary
to attain the objectives. This mustbe done in the realistic context of an organization’s
status quo and critical issues. This then serves as a basis for the more detailed
planning and qualification of the planning phase, which is sometimes referred to
as long-range planning. It generally represents further translation toward imple-
mentation and is sometimes not much more than additional long-range details of

the chosen options.

The long-range planning, then, as distinguished from strategic planning, moves
closer to the planning of current operations and of all the units of an organization.
This further planning could include completing the PB program structure hierarchy,
additional analysis of alternatives, data development, inclusion of more organiza-
tional units, further operational and functional area considerations, and generally
more details. In industry, it might also include product and market planning, finance
andmanpower planning, and research and development and manufacturing planning;
these would be expressed within the chosen program structure, with their respective

resource aliocations.

The major considerations for the various kinds of planning can begin with identifying
and studying the critical issues or challenges facing an organization or planning
unit that revolve around its competition problems, needs, threats, opportunities,
strengths, and weaknesses. Various alternatives and strategies are then generated

in response to the issues. This process also serves as a creative stimulus by
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exposing the decision makers to situations demanding solutions.

The evaluations and directions that result are measured against the existing goals
and objectives in order to confirm, change, or update them as well as the strategic
responses. The strategic responses are then expressed in output-oriented programs,
with estimates and data that are not detailed. Again strategic planning would have
the most general data, whereas long-range planning would start to provide more

details and forecasts to fit into current operations.

The next significant level of detail would be accomplished in the next phase
programming. In some planning systems this activity could still be regarded as
being in the planning phase, as part of the long-range planning mentioned previously,
and would involve the assembly and review of detailed long-range plans. This
distinction is not critical, as long as a planning system'’s process and data provide
a comprehensive decision-making base in increasing detail and in a program
Structure for building a connected, supportive, and consistent budget. In many-
cases, however, the details of the long-range plans are too limited or disconnécted
for easy conversion to a budget. The programming phase, in particular, addresses

such deficiencies.

The planning and programming phases as described here are essentially parts
of the same activity, differing primarily in planning detail. The major strategic
considerations, however, should be resolved in the planning phase. The key
decision makers should be integrally invoived in both phases and should review

the results before moving to the budgeting phase.
2) Performance indicators

The develpment of performance indicators is discussed fully in section 2.3. However,
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Various issues related to those indicators include (Austalia Department of Finance,
19895); indicators :

1) Should be orinted toward outputs and outcomes ( on impacts).

2) Are not automatic decision trissers but focus attention.

3) Can be quantitative and / or qualitative.

4) Can be expressed in numarical or narrative terms.

3) Program Structure

A program structure is the basic framework of PB. An output-oriented program
structure should be established in the planning and should be based on a translation
of an organizétion’s fundamental missions, goals, objectives, or purboses. The
translation establishes the strategic program classifications in a program hierarchy.
The hierarchy ranges from the largest program category classification to the basic
and smallest constituents, termed program elements. Each program should
represent activities and resources with a common purpose that will produce the

same outputs.

The program groupings, however, will not likely conform to an existing organiza-
tional structure, and they need not be so constructed. In the early evaluation stages,
the programs can preliminarily overlap the existing organizational structure in the
deployment of resources. The program structure should provide insights into an
organization’s objectives, as well as its priorities, according to the allocations made
with the programs. The possible overlaps can be resolved in the later stages of
the planning phase or in the programming phase. The basic considerations in
preparing a PB program structure are provided later in the section on program

structuring because of the special significance of this aspect.
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4) The definition of a program

The planning-programming-budgeting system as it is now practiced by the federal
government of U.S. seeks to define programs within departments and agencies.
The classification is broken down into three groups: Program categories, program
subcategories, and program elements. The program categories are defined by
each department or agency to embrace groupings that serve the same broad

objectives.

The Department of Health, Education and Welfare, for example, defines four
program categories in addition to executive direction and management: education,
health, social and rehabilitation services and income security. Within “education”
there are six subcategories (Burkhead and Miner, 1971) :

Development of basic skills

Development of vocational and occupational skills

Development of academic and professional skills

Library and community development

General research (nonallocable research)

General support

Within “Development of vocational and occupational skills” there are, for example,
three program elements:

Improving the education of the general population

Improving the education of the economic and socially disadvantaged

Improving the education of the physically and mentally handicapped.

Itis notintended thatthe program structure will necessarily reflectexisting organization
structures. Where possible, it is hoped that research activities can be placed within
a program format, but in some instances research and development activities may

be of such generalized character that they are listed as a separate program
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subcategory or program element. For any one departments, program categories
would be expected to be fewer than ten. Subcategories might number from forty

to fifty and program elements several hundred (Burkhead and Miner, 1971).

P.B. is intended to direct attention to the importance of trade-offs within programs
and possibly among programs. For example, if a health program objective was
to reduce the death rate, then it is better to allocate resources to a program element
where death reduction costs are lower than that associated with another program
element. Therefore, the definition of a program becomes crucial in establishing

the limits of the trade-offs that can occur.
5) Multiyear program forecasts

Detailed long-range forecasts of inputs and outputs resulting from the strategic
and long-range planning that includes the budget year should be developed in
a program format along with as much history as is feasible. In PB terminology,
this forecast has also been called a multiyear program and financial plan (PFP).
These forecasts show the probable impact of current decisions on future revenues
and expenditures for all programs from the broad program category level to the
narrower program element level. Although these forecasts are in considerable
detalil, they are less detailed than a budget and are the results of completing the
programming phase. They provide all the pertinent data enough detail for the
traditional budget preparations.

In short, the PFP is the basic quantitative and comprehensive statistical planning
document of PB. It relates the quantitative measures of the program outputs to
the respective operating and capital expenditures. It is generally a statistical
tabulation, covering a planning period, as outlined in Exhibit 2.1 at a program
category level. Expenditures are indicated only for the budget year for purposes

of simplicity.
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EXHIBIT 2.1 : OUTLINE OF A MULTIYEAR PROGRAM
AND FINANCIAL PLAN ($ ‘000)

BUDGET TOTAL

DESCRIPTION |YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 | COSTS
EXPENSE
OUTLAY

Salaries 15000

Materials 10000

Maintenance 3000

Utilities 2000

Depreciation 2000

Travel 5000

Rent 7000

Etc.

TOTAL

EXPENSES 44000

CAPITAL

OUTLAY

Buildings 3000

Property 1000

Equipments 5000
Fixed capital 9000
Working capital | 4000
TOTAL 13000
CAPITAL

Source: “Handbook of Budgeting”; 1981, p. 176

In industry, the PFP could inciude profit and loss, cash flow, and capital expenditure
statements or tabulations. The outputs would include the sales of key related

product or service areas, with their respective profits and returns.

In nonindustry organization where the outputs cannot be measured in monetary
terms, it is also necessary to conceive of output indicators in addition to a program
structure. This is necessary to measuring in physical terms the outputs of the
various programs. The output measure chosen should be the most important
quantitative performance indicator of a program. For example, for an on-the-job
training program, it could be the number of workers trained; for a health program,

it could be lowered disease incidence, for highway construction, it could be the
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number of lane miles built or reduced traffic accidents per mile; and so forth.

b) Programming phase

The term programming can possibly be confusing in PB jargon and should be
differentiated from the term program. The creation of the major PB program
groupings is generally handled in the planning phase, with the term program

indicating an output-oriented strategic classification.

On the other hand, programming primarily deals with the more detailed application
of resources (manpower, materials, facilities, and equipment) and schedules to
the plans and programs. That is, it is the programming of resource expenditures
for the programs in significant detail. It is the level of detail after planning that
bridges the gap to budgeting and reflects all of the strategic decisions and projected
.expenditures in a program format for a planning period. In a sense, it represents

a multiyear budget in a program format.

Objectives should be well defined by the programming phase, but they should
stillbe challenged. The attention should now be focused on translating the preferred
alternatives of implementation and the deployment of resources. Qualification data
in considerable detail are necessary at this stage because the budgeting conse-
quences of the approved programs should be anticipated. Assembly of the various
multiyear financial forecasts of the planning period is completed in this phase
according to alf the program groupings, with the resources aliocated within financial

capabilities. The cross-walks are also completed in this phase (see key elements).

After the programming phase is completed and approved, preparation commences
on the budget or the annual profit plan, as it is often called in industry. The first

year of the multiyear forecasts in the PB format is now fully translated into a regular
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line-item budget format through the cross-walks. Such details significantly facilitate
the preparation of the budget with a soundly conceived foundation regarding the
likely future requirements. It is expected that much of the annual budget debate
can take place in the programming phase and can resuit in the basic budget

assumptions, guidelines and decisions.

c) Budgeting phase

In the budgeting phase, final allocations of resources and more detailed reviews
are made in a traditional line-item format to accomplish and control the approved
programs for the first year of the plan. They are based on the latest information,
the cross-walk translations (see elements of PB) and the basic budget decisions
made in the programming phase. Here again, there should still be an allowance
for decisions that may be necessary to modify program choice but, obviously, at
this late stage, changes must be judiciously applied. If the budget changes are
significant, the multiyear forecasts of the programming phase should be recast
promptly in order to balance inputs and outputs and to view the ramifications to -

allow for possible strategic adjustments.

2.23. Key elements of PB

A PB system included various key structural, analytical, and informational elements
in the process leading to a budget. Although there is some overlap among them,
and although they are balanced differently in some PB systems, they are presented
here as separate entities for clarity and emphasis. They include various key
activities and components that should take a written form for proper communication
and reference (Sweeny and Richin, 1981). The following is a brief discussion

of some of the most important elements:
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a) Issue Analysis

A continual conducting of key studies is necessary to provide an analytic foundation
for decisions made in a PB system. These studies include the identification and
review of critical issues and challenges facing an organization that must be made
periodically and injected into a PB cycle for strategic consideration, addition,
confirmation, or rejection. This can be part of the strategic planning and its periodic
updating. This activity has been referred to as an issues analysis. In PB jargon,
it has been termed special studies, which are basically of two kinds. Some are
carried out for the purpose of resolving issues in the budget year, whereas others
have time frames that extend beyond the budget year in order to serve the
development of future recommendations and actions. Without these inputs, the
process of planning, programming, and budgeting can become overly procedural,

with limited vitality and substance.

b) Cross-Walk

It a program structure differs from an existing budget structure, as is very likely,
then a cross-walk reconciliation, or cross-classification, must be established to
connect them and to transform the first year of the PB format into a line-item budget.
By the use of a cross-walk, the information from the existing data base can first
be allocated and programmed into the strategic program groupings more appro-

priate to policy making and later regrouped for implementation and control.

The cross-walk allows the movement of data between planning and budgeting.
The approach can be an elaborate one, utilizing an extensive reconciliation between
a PB budget coding and a regular budget appropriations coding and the use of
a computer. It also can be a simple tabular and manual cross-classification in

a two-dimensional array with a less elaborate reconciliation, especially used for
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initial purposes as shown in Exhibit 2.2. It need only be constructed for the budget

year.
EXHIBIT 2.2 : SAMPLE EXPENDITURE CROSS-WALK: YEAR 1
TRADITIONAL COST CATEGORIES CROSS- PB FORMAT
WALK Program Program
Account Category Category
Number Account Totals 1 2
100 Salaries $20000 $ 15000 $ 5000
200 Materials 45000 10000 35000
300 Maintenance 4000 3000 1000
400 Utilities 4000 2000 2000
500 Depreciation 9000 2000 7000
600 Travel 10000 5000 5000
700 Rent 57000 7000 50000
Etc. Etc.
OPERATING EXPENSES OUTLAY 149000 44000 105000
1100 Buildings 15000 3000 12000
1200 Property 8000 1000 7000
1300 Equipments 14000 5000 9000
1400 Fixed capital outlay 37000 9000 28000
1500 Working capital outlay 12000 4000 8000
TOTAL CAPITAL 49000 13000 36000

Source: “Handbook of Budgeting”: 1981, p.718

Exhibit 2.2 shows an expenditure cross-walk tabulation for year 1, or the budget
year, for two program categories. A reconciliation could even be carried down
to a program element level. (Distinctions between the level in a program, hierarchy
will be discussed later). However, this is very much a circumstantial decision in
which judgment must be applied for particular needs and merits. Certainly some
kind of cross-reference must be maintained to construct and explain, if necessary,
the building of the larger program categories from their basic program elements
and resource allocations. Most budget submissions would not likely include cross-
walks at a detail level below that of a program category, the largest program grouping

used.

The cross-walk tabulation indicated how each traditional line item and its account

number (shown in rows) are allocated and cross-classified to the various program
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categories (columns) for the budget year through the same cross-walk total. Also
note that program category 1 items back to the multiyear program forecast tabulation

shown in Exhibit 2.2.

The PB format does not eliminate the need for the more traditional formats dealing
with administrative, operational, organfzational, and performance requirements.
The system is notintended or designed to increase the efficiency in the performance
of daily operations or to improve the administrative control of the expenditure funds.
Itprimarily ties planning, analysis, and budgeting together. Itis necessary, however,
that the various budgetary formats used be connected to a PB format by a cross-

walk.

¢) Change analysis

Change may be characterized as the lifeblood of PB. The handling of change
keeps a PB system alive and lively. It is especially necessary to determine
periodically the need for strategic redirection. Provisions should be established
in the annual planning and budgeting processes for necessary revisions. This
should include at least a definite review period in the planning phase and flexible
procedures and time allowances through the budgeting phase and ad hoc situations.
Itis difficult to schedule exact times throughout the year because of the over-present
uncertainties and the interlocking and interacting nature of the PB phase that
provoke change. For certain, the major issues should always be resolved before
considering the dependent ones, and flexibility must be available. In PB termi-
nology, these revisions, particularly major ones, have sometimes been referred

to as change proposals.

The changes may be the resuit of shifts in significant external and internal factors

or assumptions. In industry, for example, significant changes could come from



CHAPTER TWO : REVIEW OF LITERATURE

224 -

new information dealing with technology, competition, customers, or pricing; from
more detailed analyses of resource requirements or outcomes; and so forth. A
proposal for change, therefore, might cover a new product, service, or approach;
a revision of an existing program or its cancellation; and so on. It would include
the quantitative ramifications, the rationale, and all the relevant information. This
could serve as a basis for redoing the multiyear program forecasts or could stand
alone as an interim revision for further reflection and later incorporation. Such
considerations, as well as a format, depend on the particular circumstances of
an organization. A change analysis should contain at least an outline of the major

considerations and information, including summary quantification impacts.

d) Annual calendar

An annual PB cycle must be established, with regular intervals for the planning,
_programming and budgeting phases. This is to allow sufficient time for analysis.

and decision making at all levels of management.

An annual PB cycle should provide a year-round process of addressing program
objectives, performances, and costs with a disciplined approach to change. |t
should also allow sufficient time for the program-oriented data to be translated
into the budgeting phase with the required control details. Appropriate checkpoints
should be included in order to ensure that all the essential steps are taken and
that current reviews, revisions, and recommendations are given consideration at

appropriate times in the cycle.

e) Systematic analysis

An outstanding feature of PB is the emphasis on analysis throughout all its phase.
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Systematic analyses must be performed to clarify the conceptual framework in
which decisions are made, to define possible alternative objectives, and to explore
the cost and effectiveness of alternative courses of action. The system itself is

an analytical tool.

d) Information systems

Program budgeting should derive its information primarily form existing manage-
mentrecords and practices. The existing data base and accounting systems should
provide information (or be adapted) to the planning, programming, and budgeting
phases in a program structure hierarchy. It should allow the basic _forecasting,
implementatio.n, and analysis, as well as the progress reporting and control with
updating procedures. The basic requirements need not be difficult to set up. Various
consideration for setting up a PB system are provided in the section on instal-

lation considerations.
2.25 Other Implementation Considerations

The Process phases key elements and of PB have been covered in the previous
sections. There are additional aspects to be taken into account when installing
a complete, modified, or partial utilization of PB in an organization. They involve
information and accounting systems, assessing and organizing, tailoring and
staffing. In many organizations, a PB installation will be more a process of
consolidating and systematizing the ingredients already in place (Sweeny and Ra-

chline, 1981).
a) Information System

A critical ingredient of PB is data. An inadequate information system can be a
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major constraint to PB’s operation effectively. A PB system may require restruc-
turing data from existing systems, modifying some of the existing systems, or

developing new supporting systems.

Many of the required information sources, reporting subsystems, and processing
capabilities already existin mostlarge or up-to-date organizations. One may employ
expedient stopgap approaches to get a PB system started, but, in all cases, the
primary effort is with strategic and long-range planning rather than with the

mechanical manipulation of data.

b) Role of Program Budgeting

Program budgeting is not a management information system. In some instances
management information systems were undertaken as a substitute for major PB
’features. However, PB is not synonymous with the installation of a new computer.
system or related techniques for making management data more readily available.
It is not the sole, or even the prime reason, for an organization to undertake
company-wide information systems improvement programs. Even though a good
management information system is very useful to PB operations, alone it lacks
the planning emphasis, program structuring, and alternative analysis that are so
vital to PB. Increasing the amount of hardware, firepower, and automatic processing
does not provide these key PB elements. If an organization has the sophistication
to consider a better link between its planning and budgeting systems, it very likely
has the existing data systems adequately set up to utilize or readily adapt to PB

techniques.
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c) Program Budgeting Matrix

The existing information system should allow the construction of a resources and
cost matrix in a program format. Itshould allow displays and summaries by program,
cost organization unit, function, or resource category in sufficient detail and validity
to make decisions. Of course, if any of the existing systems are inadequate, they

should be improved or eliminated, irrespective of installing a PB system.

d) Management’'s Needs

Most management information system accomplishments have been in the areas
of mechanization or computerization of record keeping and other routine operational
activities and with middle-management-type problems. They have been structured
primarily for control and do not adequately serve the multiple needs of all levels
of management. Relatively little is still well developed in the areas of information

and analytical support for the planning and policy decision making of the PB type.

e) Accounting System

It is unnecessary to change an existing accounting or reporting system to conform
to a program structure; in fact, it may be undesirable. A PB program structure
is not a static framework to be maintained despite significant external and internal
changes or new strategic insights. The basis of PB is a periodic reexamination
of program results in order to evaluate and restructure programs and objectives.
A PB system and structure, like all planning systems, must be dynamically oriented
to be valuable. Since programs and objectives are subject to change, it would
be very disruptive to parallel changes each time with the accounting and reporting

systems. Moreover, it would be equally confusing to make organizational changes
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based solely on a program structure. If an organization is comfortable and
knowledgeable with its existing accounting system, and it can be used, PB can

be more smoothly introduced.

f) Cost Aggregation

The existing accounting system allow data to be consolidated into the large
aggregative program categories from a program element level. Both direct and
indirect costs must be in proper form and appropriately coded. The adjustment
of the data should be kept to minimum when accumulated into the large categories.
Methods should be developed to eliminate arbitrary allocations of indirect costs
in the beginning. Moreover, the system should permit a summation of detailed
cost elements from all cost elements to responsible organization units (indicating
the magnitude of the work load and resources each program requires). Also,
appropriate coding or initial tracking for a cross-walk should be developed for

transforming a PB format into an existing budget format.

g) Assessment and Organization

Before organizing a PB system, it is helpful to take an inventory of the existing
decision-making processes, including assessment of the analytical capabilities and
data system operations and support. The following sampling of questions could

be included;

- What are the objectives and key issues of the organization? Strengths and

weaknesses?

- Who makes the strategic decisions? The chief executive officer? The board
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of directors? Individuals? A committee? At what level?

- Who brings the strategic issues to the decision makers, and how? What

is the size and experience of the analytical staff?

- What are the external influences and constraints in the general managerial

processes, and how are they handled?
- What special studies, policy issues, analyses, and data are considered?

- Who prepares and analyzes them? How far into the future are these studies
and forecasts generally made? How are benefits measured? Are the current
data valid and up to date? Can history be reconstructed? What kinds of
forecasts or projections are generally made from the data base? Where

and how are data collected, processed, and displayed?

- What controls, measurements, and appraisals exist to indicate actual costs,

benefits, and accountability?

- What kind of planning exists? How is it coordinated for different programs

and resources?
- How is the budget prepared? On what basis?
- What is the timetable for the key decision making in the organization? Is

there a regular schedule or cycle for planning and budgeting? For capital

requests? For new ventures?
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h) Staffing

Most major organizations already have the staff expertise and capability to consider
and implement a PB approach without personnel additions. In many instances
there are special groups to perform capital projects analysis, venture analyses,
acquisitions, make-or-buy analyses, and so on. The central PB coordination in
a large organization can be managed by a corporate long-range planning group
or a corporate financial group. If the organization is large enough to have divisions,
a PB planning coordinator should probably be designated in each division to
facilitate the process and gain the necessary commitment. Reporting to a division
head is preferable. In addition, the active support and involvement of the head
of the organization is essential. To be effective, PB requires strong leadership
and interest ét the top, especially for the extensive analysis of alterhatives. The
strategic decision making that PB involves, however, should not be delegated to
analysts. The analysts should primarily facilitate the process and fully analyze

the ramifications of the chosen options and decision.
There are three ways in which a PB staff can be acquired:
1. It can be recruited from the outside.
2. The existing staff can be oriented and trained for the new approaches.
3. A combination of 1 and 2 can be used.
Because of PB's emphasis on analysis, it requires individuals who have had
significant experience with analytical approaches or some related training or
education. Planning and financial analysis experience provides a good foundation.

These requirements are not necessarily met by new elaborate personnel recruiting

education, or training efforts. Generally what is primarily needed is some orientation
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and redirection of existing personnel. However, organization should also consider
the prospects of some staff additions and the costs and time associated with in-

stalling a PB approach.
i) Staff Characteristics

A PB system interdisciplinary in nature and therefore must draw upon many types
of specialists or properly experienced generalists. The ideal staff member would
have a good quantitative knowledge of macro economics, macroeconomics,
mathematics, statistics, engineering, or finance. Experience in budgeting, planning,
financial analysis, project management, marketing, or management processes in
general is also very helpful. Some line experience, moreover, can be helpful in
taking practical approaches. The person should be creative, curious, flexible, com-
municative, and result-oriented and should have integrity. In addition, itis preferable
that the individual have a practical working knowledge of the areas in which the

work will be involved
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2.3 PERFORMANCE INDICATORS

Having no ‘bottom line’ is no excuse for failing to manage performance. In the
private sector, where profits are not known until after the event, managers use
measures and indicators of performance. In spite of the technical difficulties,
measuring performance must become embedded in the management culture of

the public sector if the quality of services is to improve (Jackson, 1988).

The absence of an unambiguous scale for measuring units of public service outputs
does not preclude all empirical analysis of expenditure by governments. Absence
of a measure of quantity, for example, in no way inhibits study to the association
of observed public expenditures with various characteristics found within spending
jurisdiction. Nor does the lack of measures of quantity preclude analysis of social
conditions such as levels of or changes in measure of mortality and morbidity or
of pupil achievement in relation to public expenditures on public health facilities
or education. However, if it is not possible to relate community characteristics
to the quantity of particular government services taken or inputs purchased to
quantities produced, then it becomes impossible to separate demand from supply
elements in the determination of spending and, as a result, also impossible to
identify the effects of particular independent variables upon expenditures or the
consequences of expenditures. This circumstance explains why most empirical
analyses of public sector economic behavior, whether or not their authors recognize
it, are studies of factors associated with public spending rather than studies of
the demand for or supply of publicly provided goods or services (Burkhead and

Miner, 1971).
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2.3.1 High Performance Framework

High performance management requires a framework that enables a systematic
approach to problem solving-one that will aid policy and priority formation,
implementation, monitoring and control. Effective decision-making also requires
relevant information. Studies of successful organizations in both the public and
private sectors conclude that high performance is associated with a system in which
managers, at all levels of the organization, have clear objectives; emphasis is on
outputs and not on activities; each person knows what is expected of him or her

and knows that they are responsible for specific results (Goold and Campbell, 1987). -

The advantages of this approach to management are that defining goals helps
to set priorities and helps senior managers to understand how the whole organi-
zation fits together in delivering final output. Defining objectives, goals and targets
assists in motivating individuals. Unless goals are clear then resource allocation
will tend to be arbitrary and the outcome of internal politics. Furthermore, morale
is improved if individuals know that they have successfully achieved their goals.
In the following paragraphs we will be talking about the differences between

performance measures and performance indicators (Jackson, 1988):

2.3.2 Performance measures

Performance measures in the public sector are substitutes for profitability measure
in the private sector. They are essentially measures of productivity and efficiency.
Whereas the ultimate test of a private sector firm's performance is the bottom line
of profit, measuring the performance of public sector organizations (central and
local government departments, schools, hospitals, etc.) is more difficult and calls

for compiex indicators.
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It would, however, be a mistake to make too much out of this difference between
the public and private sectors. Information about profit performance comes a long
time after the events that generate the profits have taken place. Profit is only
known once the accounts have been finalized. In the meantime, private sector
managers require a series of indicators against which the performance of current
activities can be judged. There is, therefore, not as much difference between public

and private sector performance management as is often supposed.

2.3.3 Performance indicators

A distinction is drawn between performance measures and performance indicators.
Whilstitis possible to make this difference conceptually, in practice the two co ncepts
tend to merge. Where performance can be measured precisely, reference is made
to a performance measure: like reading data from a dial. If, however, asis frequently
-the case, there is no precise interpretation of the data then it is referred ‘to as’
a pérformance indicator: an alarm bell. A performance indicator is provocative
and suggestive. It alerts management to the need to consider the issue further.
Thus, for example, the per pupil costs in one school might be three times those
in another. That piece of data (per pupil cost) is not a measure that one school
is three times more efficient than the other. Instead, it is an indicator that further

investigation is required to find out why this is so.

Performance measures and indicators are usually expressed in terms of difference
or changes rather than as absolutes. The notion of performance, and whether
or not it is satisfactory, only has meaning if actual behavior (outcomes) is compared
with some predetermined target. Significance is attached to how actual outcomes
or the gaps between actual and targets vary for a single service department over

time or how they differ between similar departments or organizations.
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2.3.4 Performance indicators classification

Jackson and Palmer, 1988 suggested that performance indicators can be classified

according to whether they are:
* Proscriptive - linked to particular objectives;

" Prescriptive - negative indicators (it is possible to know when performance

is unacceptable but it is more difficult to know when it is acceptable);

* Descriptive - a multitude of statistics which describe what a department does,

in other words, its activities and throughput.

The majority of performance indicators published in the annual Public Expenditure
White Paper are descriptive, as too are those published in the annual reports of
local authorities. Whereas the unpublished indicators used for internal manage-

ment are, to a much greater degree, prescriptive.

Performance measures/indicators should not be thought of as a microscope which
searches for the hidden elements within organizational life. Like invasive surgery,
such an approach is threatening. Instead, it is more useful to think of performance
indicators as mirrors which reflect particular aspects of an organization’s activities.
Each mirror (indicator) is set to reflect a particular facet of activity. The outside
world views the organization (or a department) against these mirrors. People inside
the organization must ask ' is this a fair and true reflection?’ or ‘does it, like the

fairground mirror, give a distorted picture?'.
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2.3.5 Nature and role of performance indicators

While the development of performance indicators is one of the most difficult areas
of program budgeting, all aspects of the budgetary and financial management
processes will be enhanced as the use of indicators develops over time. It is
important to emphasize, however, that the role of performance indicators is to inform
judgements rather than to replace them. It is not required or expected that any
one indicator, or even set of indicators, will provide a definitive measure of program
accomplishment. Rather, their role is in indicating or focusing attention on, relevant
areas to identify where corrective action (by individual program managers, the
responsible Minister, or the Government, as appropriate) might be required or where

more intensive evaluation is needed (PBS, 1985).
There is no such thing as an absolutely correct set of performance indicators.
However, there are certain characteristics of what is called “ideal performance

indicators”, the following are some of these characteristics (Jackson, 1988):

* Consistency: the definitions used to produce the indicators should be

consistent over time and between units;

¥ Comparability: following from consistency it is only reasonable to compare

like with like;

* Clarity: performance indices should be simple, well defined and easily

understood;

* Controllability: the manager’s performance should only be measured for those

areas that he/she has control over;

* Contingency: performance is notindependent of the environment within which
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decisions are made, which includes the organization structure, the manage-
ment style adopted as well as the uncertainty and complexity of the external

environment.

* Comprehensive:. do the indicators reflect those aspects of behaviors which

are important to management decision making?

* Bounded: concentrate upon a limited number of key indices of performance.

Those which are most likely to give the biggest pay off.

" Relevance: many applications require specific performance indicators relevant

to their special needs and conditions. Do the indicators service these needs?

* Feasibility: are the targets based on unrealistic expectations? Can the largest

be reached through reasonable actions?

Performance indicators play a number of important roles (Jackson, 1988); those

roles include :
" Monitor program achievement and identify emerging problems.
* They help to improve management practice:;
" They increase the accountability of management;
* They provide a basis for policy planning and control:
* They provide essential management information by enabling activities to be

monitored at several levels in the organization to confirm that the intended

outcomes of various decisions are being achieved;
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* They can provide the basis of a staff appraisal system.

The performance of a number of entities can be measures ranging from the entire
organization, through departments, units and programs to individuals. A single
local authority or health authority can be compared with other similar local authorities
and health authorities; a local authority service department can be compared with

its own performance on a number of indices over time.

2.3.6 AQuality and performance
Quality of service is an important element of any performance review. Value for
money is not synonymous with economy or effectiveness. Costs can be cut by
sacrificing the quality of service.

Whilst the consumer’s perception of quality differences is highly subjective, the
manager of public services has some idea of the factors that give rise to these

differences. Quality differences stem from (Jackson - 1988) :

" A different degree of technical sophistication or technology used in producing

the service;
* Differences in the quality of materials, workmanship, maintenance used; and
The varying quality of the management of service.

For example, when comparing the quality of public sector housing provided by

different local authorities, or by the same authority over time, indicators can be
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used such as the speed at which housing repairs are completed or how often the

lift in a high-rise flat is out of order.

To take some other examples: electricity might be cheap but how often are there
power cuts? British Rail might regard its performance has improved if it is increasing
the number of passenger miles whilst keeping down the cost of a passenger mile.
But how often does the train run? Do passengers have to stand? How often
is the train late and by how much? Are there adequate buffet services? Quality
and consumer satisfaction are important decision variables and unless they are

measured they will not play a part in resourcing decisions.

It consumers are prepared to pay for an improvement in quality whilst cash-limited
public spending dictates a reduction in quality then allocative inefficiency will result.
Consumer choice is being over-ridden by some other authority. It is little wonder,
therefore, that alternative methods of paying for public services, such as user fees,

are currently on the policy agenda.

Quality indicators can also be used in an expenditure cutting exercise. It might
be that the quality of service being rendered is better than that desired by customers
and superior to what they are willing to pay for. Sometimes the quality of service
is decided by professional standards and an attitude of mind that says ‘we have
the best available technology and no one should be denied access to it'.  If
that was applied to the market place then everyone would be driving in Rolls-Royces.
Some means needs to be found for deciding what quality of service consumers

and taxpayers are prepared to pay for (Jackson - 1988).
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2.3.7 Development of performance indicators

While indicators of workload, productivity, standard of service etc. have important
roles to play under program budgeting and program management, efforts must
also be made towards developing indicators of efficiency and effectiveness (PBS,

1985):

a) Efficiency indicators

Efficiency indicators describe the relationship between the resources input by any
agency (e.g. staff salaries, administrative expenses, other program expenditure,
etc.) and the output produced (e.g. passengers processed through customs). They
provide information about the conversion of inputs to outputs (i.e. efficiency of the
conversion process, the standard of service, etc.). Because such indicators
generally lend themselves to quantification and because much of the information
is élready part of an organization's management information system, efficiency

indicators can usually be developed fairly readily.

b) Effectiveness indicators

Effectiveness indicators describe the extent to which the impacts of a program’s
outputs (i.e. its outcome) meet the objective(s) of the program. In most private
sector organisations the maximization of profits is a primary objective and the level
of profits can act as an important measure of effectiveness. For most public sector
organizations, however, no such convenient measure exists. Indeed, the objectives
of public sector organizations are often inexplicit, sometimes muitiple and may
be conflicting. As well, the essentially political nature of many government goals

can raise conceptual and practical difficulties in developing satisfactory indicators
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of program accomplishment. External factors also may make it difficult to establish
a clear and direct relationship between a program'’s output and its uitimate

accomplishment.

c) Cost-effectiveness indicators

Indicators of both efficiency and effectiveness should be used together since it
is possible to efficiently produce a program output which does not meet the program
objectives. On the other hand, a program may be effective in terms of the program
objective, but may not be most efficient. When a program is both effective and
efficient it is considered to be cost-effective. Cost-effectiveness indicators simply
combine information on both efficiency and effectiveness and provide an overall
“bottom-line” measure of performance which in many ways is analogous to the

role of profit in the private sector.

2.3.8 Measuring service outputs

Generally, there is little (if any) sufficiently weil-defined measures of service output.
This difficulty in measuring service outputs obviously derives from the very notion
of a service. Unlike a commodity, a service is not a tangible physical entity and,
therefore, cannot be counted in the same way as such entities. Activities can
be counted, and so it is possible to measure the number of concerts given,
operations performed, teeth extracted, classes taught, and so on. These enu-
merations are not deemed satisfactory indications of service-outputs for two
interrelated reasons: they do not discriminate sufficiently for differences in quality,
and they may not reflect the service output actually desired or intended. An
aggregation of classes taught does not allow for variation in the nature of the

teaching or physical circumstances. One might better add apples and oranges



CHAPTER TWO : REVIEW OF LITERATURE

-42 .-

than classes taught in graduate physics and in kindergarten. Efforts to remedy
this difficulty by creation of fine divisions of types of activities or performances
introduces the second problem. The objective of a service is a particular outcome
such as increased knowledge or curing an illness, not an activity such as teaching

a class or performing a surgical operation (Burkhead and Miner, 1971).

Operational measures of service outputs are estimated by techniques that paraliel
the two problems just mentioned. One approach accepts performances or activities
as the fundamental measure of units of service output and attempts to control
for quality variation. This procedure is always subject to the criticism that the
performances tabulated are not appropriate indications of the service-outputs
provided. The other approach tries to measure the quantity of service by the effect
on the putative (assumed) objective. Here medical service outputs ére measured
in terms of rates of mortality and morbidity and not operations performed or patients
diagnosed. Both views have merit, but economic analysis has stubbornly eschewed
. measurement of quantities of goods in terms of their consequences because of
the considerable_ advantages in maintenance of the distinction appears td have

great usefuiness (Burkhead and Miner, 1971).

Although the general problems of service measurement are difficult, the presence
of market prices for services in the private sector greatly facilitates quantification.
This follows because the market price for private services presumably equates,
at the margin, the value of the service to the consumer with its costs to the producer.
As a consequence, for any marketed service total expenditures are in effect, a
measure of price times quantity, although in practice the quantity dimension cannot
be isolated. If, in empirical analysis, elements associated with variation in the
cost of production of such services (input prices and internal efficiency) can be
specified and their effects taken into account in the analysis it becomes possible
to isolate the determinate of increases in quantity and to identify the usual demand-

determining variables such as price, income, and family composition in the context
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of either family budget or aggregate time series study.

Even for a marketed commodity, however, the derivation of supply relationships
presents unusual features. Lacking an overall measure of units of output, the
discreet performances that make up the service can be examined and their costs
analyzed in relation to the quantities provided over different time periods. If
presumed to maximize profits as assiduously as those who produce the usual kinds

of goods, supply curves for performances sold on the market can be estimated.

It is possible, then, to derive identifiable demand and supply relationships for
marketable services, but it is by no means easy to develop quantifiable measures
of units of output for such services. For publicly provided services, where market
prices do not exist to permit separation of demand from supply considerations,
measures of units of output are essential if such identification is to be achieved.
Yet measurement of units of public service outputs has proved extremely elusive.
.The essence of the problem is that for service the distinction between the prod-
uct and the effects or consequences of the product and is biurred on the demand
side, while the distinction between the product and the production process is
likewise blurred on the supply side. For example, the services of the police are
demanded to provide protection, and it is difficult to separate the activities performed
(patrol, investigation, and others) from the consequences of these services as
manifested in the reduction of crime. Yet with regard to commodities, it is steak,
for example, for which demand s estimated and notthe consequences of consuming
the commodity. If consequences such as protection, deterrence, and fire prevention
are to be taken as that which is demanded of services, it would appear that the
analogous demand for commodities should be described and measured in terms
of status, warmth, energy, and similar dimensions of the consequences of consuming

goods.

Where government output appears to be measurable and discreet, as with miles
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of roads paved, tons of garbage collected, or acres of land reforested, closer
examination will reveal that these units frequently are not, in fact, comparable.
Some miles of road are more costly to pave than others; commercial garbage
collected is a different unit than residential garbage; land may be reforested in
many different ways. In any event, the outputs that appear to be capable of ready
quantification are often simply indicators of broader program objectives such as
“provision of transportation”, “sanitation”, or “preservation of natural resources”,

all of which are composite and multipurpose.

2.3.9 General Considerations

In designing and managing performance indicators, there are some important
points that should be taken into consideration. The following are some of these

considerations (Jackson, 1988):

Performance measurement requires information. Some argue that ‘no measure
is better than a poor measure’. Even fragmentary information is an improvement
on nothing is used prudently. Poor quality performance measures can be cate-
gorized as those which are based on:

* Incomplete but nevertheless reliable data;

* Complete but unreliable data;

* Incomplete and unreliable data.
Some areas of performance do not lend themselves to quantification. For many
decisions the immeasurable might be more important than the measurable.

Quantification often means simplification. This is especially true when considering

quality, consumer satisfaction and the effectiveness of many social services.
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Performance oriented management requires data. New information systems will
be required that not only utilize existing data sets but which will generate additional
data for performance measurement. There is a danger, however, that the cost
of producing these data will exceed the benefits derived from the improvements
inefficiency and performance. Equally, iftoo much datais provided then management
will simply become overloaded, both in supplying the basic information from which

the performance indices are complied and/or reacting to the measures themselves.

Value-for-money auditing is often viewed as a tool for more efficient and effective

management. The value for money subject will be covered later in this section.

Management style is important when managing performance. An authoritarian,
top-down approach is most likely to be regarded as threatening and will fail to
achieve the potential benefits of enhanced performance. A decentralized and
participatory approach offers the best chances of gaining acceptance and producing
success. A highly centralized management structure in which performance measures
aré imposed and the center holds individual managers accountable for their
performance, and demands that information is supplied, is most likely to generate
a distrusting and defensive organizational culture in which it will take longer to

bring about change and improve performance.

2.3.10 Barriers to measurement

Measuring performance goes to the heart of the purpose of a public sector
organization, concerned as it is with the actual achievement of the real outputs
of the organization and of the individuals and teams within it. However, the concept
has proved exceptionally difficult to introduce in systematic fashion, for several

reasons (Jackson, 1988).
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First, public sector organizations generally have multiple, overlapping and perhaps
even conflicting objectives. This means that even where it is possible to measure
the achievement of individual objectives it may be extraordinarily difficult to carry

out the judgment on the trade-off between the objectives.

Second, much of the public sector has an administrative culture which is geared
to implementing legislation and acting within professional norms and standards.
Itis a culture which is very heavily orientated to the measurement of input. Although
the professions are keenly interested in the quality and effectiveness of services,
much of their public face is also concerned with the volume of inputs, such as
the correct staffing levels for residential homes for the elderly or maximum pupil/
teacher ratios. Whilst the administrative culture is not necessarily resistant to
assessing performance, it often lacks both the language and the tools needed

to be fluent in discussing it.

The word performance undoubtedly carries with it a connotation of accountability.
If performance is important, it is important to know who is accountable for achieving
performance. The complexity of public sector objectives and the prevailing
administrative culture have led to weakness in clarifying accountability structures.
Yet, it is difficult to develop a process and techniques for measuring performance

unless there is clarification of accountability.

Finally, another distinctive feature of administrative bureaucracies, and possibly
all large organizations, is a strong capacity to remember failures. There is little
doubt that many of the management developments over the past two decades
which have attempted to address the question of performance measurement head-
on are widely perceived to have failed. Itis therefore possible for each successive
‘failure’ to add more to the body of informed cynicism than to motivate the further

search for improved performance measurement systems.
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Given these barriers to introducing and sustaining performance measurement, it

is necessary to think through why there is a need to measure in the first place.

Measurement is needed for reasons which are both internal and external to the
particular organization or team involved. Performance information can be an
important part of the internal control process. It allows managers and indeed staff
atalllevels to see how far objectives and targets are actually being met. Performance
information can also be a key element in the setting of priorities for the future.
Decisions on priorities can be influenced not only by external needs but also by
the internal capacity of the organization to perform in relation to meeting those
needs. The third internal element relates to employees motivation, the creation
and use of performance information can, of itself, be both a motivator and indeed
a de-motivator. Performance information can be used to praise and reward high

achievers as well as to support, push or otherwise motivate low achievers.

. One reason for the use of measurement which relates both to internal and external
use, is that the use of a measurement system is a visible commitment to the aﬁalytic
approach generally. This is an almost symbolic role for measurement. The design
of measurement systems can take on a powerful role in reinforcing, introducing

or retaining particular types of managerial culture.

Finally, it should not be concluded that performance measurement is either
impossible or undesirable. What it does suggest is that those responsible for
designing and implementing new performance measurement systems must be
realistic about the difficulties of introducing such systems, must be prepared to
be self-critical about the development process and appreciative of the need to
take on the prevailing culture if they are to stand a chance of making performance

measurement systems work.



CHAPTER TWO : REVIEW OF LITERATURE

-48 -

2.4 PROGRAM BUDGETING AND AUDIT
2.4.1 Introduction

Audit is a key element in the processes involved in ensuring accountability for
public expenditure. As well as ensuring financial regularity and legal compliance,
its role includes improving the economy, efficiency and in some cases the effec-

tiveness of public administration (PBS, 1986).

Audit in this context, is an ex-post activity that is designed to cover dual roles:
fiscal and value for money (VFM) auditing. The former role, fiscal auditing is the
more traditional responsibility. It involves auditors in ensuring that funds have been
expended in éccordance with the terms by which such monies were appropriated,
and that accounts have been properly prepared. The latter role have received
growing attention in recent years with a trend towards extending the scope of public
sector auditing to include an assessment as to whether departments and age‘nciesv
Amanage their operations efficiently and whether their programs are effective in

terms of the objectives by which they were initiated.

In essence efficiency audits involve identification of the objectives of a program,
its costs and an assessment of the results achieved. The move to efficiency auditing,
however, has frequently encountered difficulties where programs were ill-defined,
their goals and objectives not clearly specified and performance indicators inade-
quate. These shortcomings have significantly increased the volume of work and
extended the time required to complete audits as well as limiting the depth of

analysis of issues and reducing the number of audits which could be effected.

By providing a purpose-oriented and systematically developed framework and
information base that is common to all participants in the public expenditure

processes, the introduction of PB can potentially alleviate these difficulties and
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be of major benefit to the work of audit. It can provide an improved basis for

planning and targeting of audits (PBS, 1986).

In terms of the conduct of audits, the areas of resource attribution and performance
indicators are likely to become an increasingly more important focus of audit under

PB.

Resource Attribution

While program budgeting does not involve a move to program appropriations, it
will require the attribution of resources, including salaries and administrative
expenses, to program elements. As information is the basis for ministries and
departments estimates and activities and an important input to many performance
indicators, auditwill have an interestin the reasonableness, objectivity and verifiability
of the information produced and in the development and operations of departments’

Management Information Systems that support this information.

2.4.2 Performance Indicators and Audit

The development of meaningful performance indicators will assist participants in
the public expenditure processes e.g. department and ministries as well as audit
in the conduct of economy and efficiency reviews. In the execution of audits, it

is likely that attention will be focused on four areas:

a). Whether appropriate systems and processes are in place to adequately

monitor and assess performance.

b). The quality of indicators. For example questions regarding:

wi
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- Accuracy of the data used to support indicators.

- Timeliness of the indicators - do managers receive data on the indicators

in time to take appropriate action?

- Appropriateness of the indicators as measures of performance - are there

indicators which would provide a more reliable guide to performance?

- Validity of the indicators - is there sufficient correspondence between the
indicators and true measures of performance? Could the indicators lead
to dysfunctional behavior? If so, are managers sufficiently aware of this and

are allowances made for this (e.g. use of appropriate pairs of indicators)?

c). The extent to which managers actually use the indicators. For example

whether the indicators are used to:

Develop work plan including identification of targets and milestones;

- Develop and justify bids for resources to corporate management;

Direct work during the year - audit may investigate whether it follows-through

on adverse indicators;

Assist review of the year's performance in relation to operational objectives

and targets and as an input to planning for future years.

The need for this area to be audited is highlighted by the view that performance
indicators can only be relied upon if the organization places some degree of
importance on them and that they are indeed appropriately used by management

and acted upon accordingly.
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d). What the indicators suggest about efficiency and economy of programs

and about the extent to which stated objectives are being achieved.
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2.5 THE HISTORICAL BACKGROUND

The historical background will be benificial in the development of the proposed

budget reform for MOE in the State of Bahrain.

2.5.1. U.S. experience

PB has origins in both United States industry and the federal government. Its
approaches were initially utilized by the industry in the 1920s with analyses by
Bell Laboratories and a system introduced by DuPont Company into General
Motors. In the early 1940s the federal government started a wartime materials
control system that utilized many of the principles of PB in its concépt (Sweeny

and Rachlin, 1981).

. At the end of World War two the Navy Department started to present its budget
along both object and program lines. This development in the federal govefnment
was encouraged by the report of the First Hoover Commission in 1949. The -
commission recommended that the whole budgetary concept of the government
should be refashioned. The Commission’s report also contributed to the popu-

lisation of the term “performance budget”.

In the 1950s a number of American cities also introduced budgetary innovations
under the heading of program and performance. A few states, including Maryland,
New York, Michigan, Connecticut, lllinois, California, and Oregon likewise utilized
performance concepts in one or more departments and agencies (Burkhead, 1956).
During the 1950s much of the animation that had surrounded PB gradually
diminished. The U.S. Bureau of the Budget during these years continued to
encourage agencies and departments to improve their activity schedules and to

develop cost-type budgets based on work measurement. This encouragement



CHAPTER TWO : REVIEW OF LITERATURE

-53-

contributed to a continuous improvement in the quality of budget justifications and

budget presentation. But it did not appear to have dramatic consequences.

The setting changed, however, in the spring of 1961 when Robert S. McNamara
became Secretary of the Department of Defense (DOD). Charles J. Hitch was
appointed Comptroller of the Department, and was charged with responsibility for
refashioning the budget structure of DOD in program terms and with introducing

systematic analysis of alternatives as a basis for budget formulation.

The successful experience of DOD with this approach to budgeting led to its
adoption on a government-wide basis in August, 1965; first as a memorandum
from the President to the heads of all federal departments and agencies, and then,
in October of the same year, as a directive from the Bureau of the Budget. The
first budget to reflect the impact of PB was submitted to the Congress in January,
1967. The system has been gradually extended and refined since that time, to
the point where almost all major federal departments and agencies have undertaken
» program classifications and have developed an improved analysis of prbgram

outcomes (Burkhed and miner).

The program budget system of the DOD was intended to concentrate decision
authority in the Office of the Secretary of Defense and program packages are
defined here. The budgetary authority of the bureaus within the service departments
and of the departments themselves has been greatly diminished. As a system
of financial management, PB in the DOD; has brought three major advances

(Burkhead and Miner, 1971) as follows:

First, better costing. The authorization of a research and development proposal
for a weapons system is accompanied by at least some rough calculations of the
prospective future installation and operating costs of that system. This procedure

is particularly important for programs that extend over a number of fiscal years,
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and is necessary control on research and development projects conducted by DOD

that may commit heavy additional outlays in the future.

Second; the utilization of cost data for assessing choices in achieving specified
levels of deterrence capability - the systematic treatment of effectiveness. In this
context, operations research has become an integral part of military planning and

programming.

Third; the third major contribution lies in the five-year projections. These have
brought an articulation of planning and budgeting that has not until today been

achieved in the defense establishment.

The program budget system of the DOD can't reveal whether the nation is better
defended in one year than in another. Such a determination would require an
assessment of military effectiveness against all potential adversaries and their
probable response patterns. Neither can the program budget system reveal
whether it is better to spend more on national defense and less on health and
education. It can reveal military responsibility in relation to predetermined objectives
and the estimated capability to be expected from additional military expenditure
(Burkhead and Miner, 1971).

2.5.2 U.K. experience

The beginnings of PB in Europe appear to have been somewhat smoother than
U.S. Aithough there have been some difficulties, generally the approach has been
slower and more cautious. More attention has been paid to understanding the

concept and to preparing for potential difficulties (Sweeny and Rachlin, 1981).

PB in the U.K. has generally followed a very different path from that of U.S.; this
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was due to the differences of the political and constitutional environment of the
two countries (J. Glynn, 1987). The history of the efforts in U.K. to adopt the PB
system of budgetary control goes back to the 1960s. Two of the more widely
reported exercises of PB implementation concerned the Ministry of Defense (1964)

and Ministry of Education and Science (1970).

The sheer growth of central and local government spending on education in the
1960s caused the Department of Education and Science to investigate the possible
adoption of program budgeting. The program structure for education was published
in Output budgeting for the Department of Education and Science. A two-
dimensional structure was proposed that analyses according to: (a) the groups
for whom education is provided; and (b) different factors affecting changes in

resource allocation. Once again the results of this exercise remained ‘in-house’.

The review of government functions and organizations which has been carried
out in U.K. is intended to lay the necessary foundations. The aims of that review

have been:

a. Toimprove the quality of policy formulation and decision-taking in government
by presenting ministers, collectively in Cabinet and individually within their
departments, with well defined options, casted where possible, and relating
the choice between options to the contribution they can make to meeting
national needs. This is not confined to new policies and new decisions, but
implies also the continuing examination, on a systematic and critical basis

of existing activities of government.

b. Toimprove the framework within which public policy is formulated by matching
the field of responsibility of government departments to coherent fields of

policy and administration.
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c. To ensure that the government matching responds and adapts itself to new
policies and programs as they emerge, within the broad framework of the

main departmental fields of responsibility.

The need to undertake expenditure forecasts was recognized by the Plowden
Committee Report (1961) on the Control of Public Expenditure. The Plowden
Committee took the view that the efficiency and management of public services,
as well as the evaluation of ongoing and new policies, could be greatly improved.
There were a large number of decision makers, whose concerns were not always
properly captured by the budget coverage and the budgetary process. The
government supported the Plowden Committee’'s recommendations and the new
system came to be known as the Public Expenditure Survey Committee (PESC).
PESC is chaired by a deputy secretary of the Treasury, and its 3-year forecasts
are published twice a year, under schedule 5 of the 1975 Industry Act. PESC
does not embody detailed analysis of policy operations; its purpose is primarily
for macroeconomic planning. For each year of the forecast the previous year’s
level of service is taken as the base; that is then modified by additions represent-
ing new policies and subtractions reflecting the closure of activities that have already
been agreed to during the year. Proposals over and above the levels so indicated
constitute new policy proposals. This process implies that forecasts became
effectively the annual budgets. Since 1982/83 cash planning has replaced the
previous system of constant prices. The change to cash planning arose, in part,
because estimated in constant prices implied that case had to be provided,
regardiess of the rise in prices, in order to maintain the agreed levels of services
in real terms. In a time of rising inflation this had the potential of depriving the

government of control over cash expenditure.
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2.5.3.Australla Experience

In this section we will describe some of the features and difficulties associated
with administrating program-based financial management in the Education

Department of Victoria in Australia (Gowan L. - 1985).

a) Historical Context

After 27 years in Victorian opposition, the Labor Party commanded a major
mandate to effect significant financial reform in the State public sector when
itcame to power in April, 1982. One of its most notable objectives was to improve
budgeting techniques and management methods, and this led to the priority

development of PB.

As a consequence, all Victorian Government Departments commenced Pro-
gram-based appropriation management on 1 July, 1984, under Department of

Management and Budget overview.

The Education Department implemented a major organisational restructuring in
1981/82 and 1982/83 ahead of and separate from the impact of PB. This
reorganisation was highlighted by an extensive decentralisation of power and
authority to the 12 Regional Offices and Schools; the creation of three Directorates
for Schools, Educational Programs, and Personnel and Resources replacing what
were longstanding organisational streams for Primary, Secondary and Technical

Education; and the enhancement of the roles and resources of Regional Offices.

Prior to PB, the Department utilised a conventional cost centre accounting approach
for financial management, with budgetary information being classified firstly by Or-
ganisational Units (including Regional Offices) and secondly on a line item cost

basis. The service orientation of the financial structure, which is characterised
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under PB in a separately identifiable hierarchy of Programs, Sub-Programs and
Components, was previously incidental, unplanned and secondary to cost centre
accounting.
b) Program Structure
The Department of Management and Budget and Consulting Accounting agencies
were highly influential in determining the Education Program Budget structure,
in collaboration with Departmental Officials. The following were the compromise
choices of the Programs (Gowan L. - 1985).
1 - Education Ministry
2 - Corporate Services
3 - School Education
4 - Student Services
5 - School Development & Resource Services
6 -  Equal Educational Opportunities
7 - Non-Government Schools

The major organisational features of this structure were:

1) The School Education Program budget represented more than 89% of
the total Departments Budget, and 22.79% of the total State Budget.
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Serious consideration was given to the creation of separate Programs
for Primary, Post-Primary and Special Education as an option to this single,

mammoth School Education Program.

2) Despite their key role in enhancing the devolution and decentralisation
which is critical to the Department's reorganisation being successful, the
identity of Regional functions became submerged within service oriented

programs.

¢) Interfaces with external agencies

During the Implementation of PB, inter-Agency difficulty arose in the reporting
of Education Department works projects which were constructed and accounted
for by the Public Works Department. Because of external computer system
difficulties the cost of School capital projects was captured on an established
line item/project cost basis only. As accurate accounting information could not
be attained for Programs, Sub-programs and Components, the costs and budg-
ets in this sector were notionally determined. Currently, measures are being
taken to enhance the Education Department's ability to better report, manage

and integrate its projects in the PB context.

d) Performance measures

While major efforts were directed towards the development of performance indicators
at all levels, it was decided that this product was insufficiently complete to be
published within the 1984/85 Budget Papers. The development of this aspect was
difficult because the Department programs were social in nature and their often

intangible outcomes were difficult to quantify. In addition, individual managers
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sometimes viewed basic objectives differently, and this led to delays in the provision
of reasonably consistent sets of measures throughout the various Programs, Sub-

programs and Components.

e) School-based PB

The Government's policies to devolve decision-making and to implement PB
offer individual Schools ability to develop a character in accordance with their

particular needs, and to do so in an efficient and cost-effective manner.

Following an amendment to the School Education Act, Victorian School Councils
now possess power to determine curriculum objectives, to undertake more decisions
concerning the utilisation of local resources, and to ascertain broad operational
policies within a framework of system goals and objectives. In addition, Head
Office administration is planning the introduction of a system of interim forward
budget advices for every Government School. These developments establish a

strong foundation for Schools to undertake improved forward-planning.

2.5.4. Sri Lanka Experience

Sri Lanka’s budgetary innovations commenced in earnest in 1969. Three ministries
- Education; Health; and Lands, Irrigation, and Power — presented their budgets
in program/project form in a document supplementary to the main budget. This
pilot study continued for the next two years, during which the Ministry of Lands,
Irrigation and Power was reorganized and replaced in the study by the Ministry
of Finance. In 1972 the system was extended horizontally to 16 other ministries.

These ministries reclassified their 1973 budgets in program/project form, but did
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not provide performance data. At the same time the three pilot study ministries
attempted to supply such data. In the following year the remaining Sri Lankan
ministries adopted the system, and thus for the financial year 1974 the entire
government budget was presented in the new form. By 1975 a fair amount of

performance data was also being presented by all 23 ministries. (Dean N.-1 988).

The system adopted was very close to that outlined in the United Nations manual
of 1965. In Sri Lanka the major classifications of the program budget are (Dean
N.-1988).

a) Program. A major departmental function that comprises activities conducted
toward achieving one or more of the objectives of the department, and

which is used as the basis for appropriation.

b) Project. A subdivision of a program; that is, a group of homogeneous

" activities, operations, or tasks carried out to attain program objectives.

The term “activity” is also used to describe a constituent part of a project, but not
as a subdivision for budgetary purposes. Performance measurement is attempted
at the project level to indicate the workload of a homogeneous set of activities,

or the quantum of effort expended, or the results expected.
The main features of the program budget are:

1. Classification in terms of programs, projects, activities and items of expen-

diture.

2. Performance measurement data that include workload/volume/results to be

accomplished and their unit cost.
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3. Manpower resources to be utilized by each project during the financial year.

Knowledgeable Sri Lankans working in public-sector financial management feel
the program budget experiment has failed. The most obvious evidence of failure
is that most of the procedures established during the reform period have fallen
into disuse. Since nobody is interested in considering departments’' program
budgets, little importance is attached to their contents. The 1984 estimates contain
several tables of project performance measurement that are blank. Other tables
contain only the roughest of estimates. In many cases the columns representing
units of backlog at the beginning of the year and total units on hand during the
year are empty. Discontinuities and abrupt changes in the figures and in cost

per unit of work are not explained. (Dean N. - 1988).

Against this background, the achievements of program budgeting must appear
modest. A fair way to assess them is to compare the budget system as it was

. before the reforms with today’s systems. The significant improvements -are: -

1. A budget document that identifies programs and projects and shows their -
separate costs; that explains the nature of projects and their constituent
activities and shows the functions and objectives of departments, programs,
and projects so that the reasons for funding requests are to some extent

clarified.

2. A budget in which the program is the unit of appropriation and the funding
of separate projects is clearly identified. This contrasts with Sri Lanka’s
previous system of bulk provisions, which did not ensure that individual
projects would be adequately funded. To putthis another way, the new system
circumscribes ministers’ powers to make choices between projects. This

is seen as an advantage by project managers.
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3. A system of accounting for expenditure based on 12 standard object classes,
and up to nine object details within each class. This is in contrast to the

diversity of accounting classification that existed previously.

Inaddition, budget classification and program analysis have helped identify overlaps
between organizations, redundant activities, and organizations whose resources
do not match their objectives. In such cases appropriate remedial action could

be taken. (Dean N.- 1988)

The reasons for the declire in the implementation of PB are partly specific to Sri
Lanka and partly specific to program budgeting itself. (Dean N. - 1988 - p.p. 65).
One factor was the short period during which the budget reform took place: eight
years from sltart to finish, and only five years in which a substantial number of
ministries were involved. The short experimentation period in Sri Lanka allowed
no time for principles to become embedded in administrative thinking, or for

evaluation during the period of implementation.

Another factor was the failure of program budgeting to find powerful friends. The
role played by the executive was shadowy. No formal announcement by the
executive of the new system was made. During implementation some involvement
was apparent in the shape of the approval of the Minister of Finance, but no great
priority was given to the system. The resources allocated to it and the institutional
arrangements for it were modest, and the authority of the program budget unit
developed informally rather than formally. it was easy for the executive to abandon
a system that it had never really acknowledged. Program budgeting had very
few friends in Sri Lanka. It was popularized and developed by financial admin-
istrators in the Treasury but received little or no support from the legislature or
the executive. It failed to establish firm roots in departments, as it did not engage

the full interest and support of those in charge. Indeed much of the support for
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the system within departments came from the newly appointed members of budget
cells and from senior accounting staff. This proved to be a thin line of defense

once central support for the system was withdrawn.

Turning to the legislature, there was little awareness among legislators of the need
for program budgeting. A few members of Parliament demonstrated an under-
standing of the system and spoke in its favor, but the legislature did not recommend
its adoption. Moreover, once installed, legislative use of the program budget data
was minimal. Even the Public Accounts Committee, which might be considered
an important potential user of the data, seems to have demonstrated no interest
in the system or its outputs. The best that can be said is that the legislature never

opposed program budgeting nor expressed criticism of it.

The auditor-general is another important potential user of the data, but a review
of his reports reveals no evidence of such use. The reports concentrate almost
exclusively on the regularity aspects of audits. Clearly program budgeting is more
relevant in relation to efficiency and value of money auditing. The current auditor-
general accepts the fact that development of this type of auditing has been impeded
by lack of progress in program budgeting, and therefore favors renewed efforts
to install a simple and workable program budget system. (Dean N. 1988 - p.p.
66).

Finally, the program budget reform occurred without important parallel financial
and administrative reforms that might have sustained it. Surveying the Sri Lankan
public sector over the last 15 years it is difficult to identify any major financial reform
other than program budgeting and its attendant systems. A link with performance
auditing could notbe established because government auditingwas almost exclusively
of aregulatory nature. Accounting remained predominantly manual, vote-oriented,

and cash-based, deriving its inspiration from established methods rather than from
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modern management ideas. Moreover, the link between planning and budgeting
was not established. In summary, program budgeting remained a somewhat

isolated phenomenon.
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2.6. EVALUATION OF PB

2.6.1 Advantages

Indeed, there are a lot of advantages that could be realized by the government
if they implement the PB system. Some of these advantages might already have
been identified in the previous paragraphs of this section. However, the following

are the main advantages:

a) The classification of government activities by broad purposes may permit
a better view of program interrelations and facilitate the identification of
the need for coordinating mechanisms. An overview of objectives and
goals will help to avoid the rigidities of existing organizational structures.
Moreover, an emphasis on the taxonomic approach to program budgeting
permits cross classifications that reveal the multiple objectives served by
many government programs, and the relationships of one program to

another.

b) The analytical objective is perhaps the most important, and the most difficult
basic task - that of measurement and comparison of inputs and outputs
of government activity and the exploration of trade-offs which require
ingenuity and skill. Most often, what is required is the measurement, at
the margin, the incremental costs and incremental outcomes derived from
changes in existing programs. Less frequently, it will be necessary to
measure the costs and outputs of wholly new programs (Sweeny and

Rachlin, 1981)
c) PB can organize and improve data for decision making and management.

d) Program budgeting can make important contributions to an improvement
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in the quality of budgetary decisions in governments that introduce it and

seek to develop it over a period of years.

e) Program budgeting had led many federal agencies in U.S. to review their
missions and functions. In addition, an increased use of cost benefit and
cost effectiveness analysis, and a greater concern and involvement with
goals and objectives, generally remained. Thus many of the aspects of
PB continued, as well as its spirit, although the concepts were presented

differently (Sweeny and Rachlin, 1981).

f) Government units can be encouraged to plan, budget and manage with
a concern for objectives and for achieving and demonstrating efficiency
and effectiveness in program implementation. This will invdlve develop-
ment and re-orientation of departments’ own budget estimates processes
onto a program basis. Management information systems will also need

. to undergo extensive development to provide and integrate financial in-
formatiqn and information on program implementation and perforrﬁance.
These developments will be supported by enhancements to the Finance .

Ledger System (PBS, 1985).

2.6.2 Disadvantages

Besides the advantages of PB mentioned in the previous paragraphs, however,
there are some costs or disadvantages accompanied with the implementation of

PB in the government. The following are some of these disadvantages:

a) The examination and ranking of alternatives is intended to distinguish
program budgeting, as it is currently practiced, from earlier efforts at

performance measurement. But the relationship of analysis to policy may
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be a tenuous one. Wildavsky has put the point most strongly:

" All the obstacles previously mentioned... may be summed up in a single
statement: no one knows how to do program budgeting. Another way
of putting it would be to say that many know what program budgeting
should be like in general, but no one knows what it should be in any par-
ticular case. Program budgeting cannot be stated in operational terms
... The reason for the difficulty is that telling an agency to adopt program
budgeting means telling it to find better policies and there is no formula

for doing that ".

b) For the immediate future, program budgeting will be much less useful for
com‘parisons among programs, particularly where they have diverse end
products. Program budgeting does not facilitate a calculation of marginal
social costs and marginal social benefits for such varied programs as
explorations in space, foreign aid, or medical care for the aged. Whether
program budgeting will improve the quality of legislative review decisions
continues to be very much in doubt. Experience in Congress and in those
state and local legislatures where program format has been employed
does not suggest that such improvement will be the case (Burkhead and

Miner, 1971).

c) In the experiences with performance budgeting in the early 1950s, it was
discovered that there are a number of government activities where an
end-product approach is almost wholly elusive. Recent developments
in the theory and practice of program budgeting have not resolved - cannot
resolve - this basic difficulty. Service output in the market sector is difficult
to measure and to compare over time because of changes in its quality.

Measurement of the quality of government service output faces the same
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difficulty. There is the further difficulty that, in the absence of prices, it
becomes necessary to estimate the welfare consequences of public goods
and services by improved education improved health or an improved
environment. It is the identification of the specific contribution of gov-
ernment services to these consequences that is virtually impossible. A

related difficulty is thatmany government programs serve muitiple purposes.

d) Difficulty is encountered in relating activities to outputs in the matter of general
staff services which cannot be specifically allocated. Revenue administration,
research and development, and the work of personnel offices, accounting offices,
and legal staffs fall in this category. As a result of the foregoing considerations
a program budget does not measure output as a true end product; it will typically

measure activities at some point short of the end product.

2.6.3 WHY PB FAILED ?

“Wildavsky” stated that PB has failed everywhere it is implemented. The following
are the main reasons why PB failed (Wildvasky A., 1975 and 1986) :

a) Resistance for change

The introduction of new procedures that result in new policies and objectives
is not easy. There is aiways a resistance for change. The deeper change
goes into the bowels of the organisation, the more difficult it is to achieve,
and the more itis limited to the central management, the greater the possibility

for carrying it out.
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b) The complexity of program structures

Technical problems are encountered in constructing program structures; one
of the main reasons for adopting PB, the cross-over of activities, for example,
the activities associated with a particular program, such as “care of the elderly
people” will fall to a number of governmental departments that includes
Ministry of Labour and Social Affairs, Ministry of Health, and Ministry of
Housing. Another example would be the activity of providing school meals
to the students, this activity contributes to the programs associated with
health, education and social deprivation. Thus, there is a practical problem

in allocating activities to programs.

c) Lack of trained staff
Experienced and knowledgeable personnel were always a barrier to the

change.

d) Small number of planners

Availability of few planners who were less experienced in planning.

e) Weak knowledge about PB
There was a situation where “no one knew how to do PB”. In other words,
many knew what PB should be like in general, but no one knew what it should

be in particular (Wildavsky, 1975).

f) Policy trade-offs

At the highest level of generality, PB was unable to help making choices
between vast national goals such as education, health, and defense, nor
itwas useful in making trade-offs between more closely related areas of policy

in such fields as health, education, and welfare.
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g) Difficulty of measuring performance

It was difficult to measure the benefit of some programs such as education and
health because they are diverse and intangible. They affect different age groups
over different periods of time. No amount of analysis is going to tell us whether
the nation benefits more from sending a child to primary school, providing medical
care to an old man, or enabling a disabled woman to resume her normal activities.
The “grand decisions” on these and other matters are questions of value judgments

and politics.






Chapter Three

THE GOVERNMENT BUDGETARY
PROCESS

3.1. THE BUDGET LAW

Law number one for 1975 defines the rules for preparation and control of imple-
mentation of the state Budget.. In the following paragraphs we will discuss the
main articles covered in the above mentioned Law. ( a detail of the law articles

is shown in Appendix 1 ).

3.1.1 Estimates of revenue and expenditure

Ministries and Government Directorates are requested to prepare the initial revenue
estimates in accordance with instructions to be issued by the Minister of Finance
and National Economy. Ministry of Finance and National Economy (from now and
here after it will be refereed to as MOFNE) is given the authority to estimate these
revenues on the basis of the budget for the current year taking into consideration
the factors or circumstances that may have effects on the said estimate in case

when the ministries fail to advice MOFNE on their budget estimates.

Forexpenditure estimates, the Ministries and Government Directorates are requested
to accompany their estimates by the necessary documents, statistics and explana-
tory notes verifying each of the required allocations in the budget.

If a Ministry or Government Directorate fails to submit the estimates of expenditure
within the period of time set by MOFNE, the latter shall, after notifying the Ministry

concerned, undertake the estimation of expenditures on the basis of this Ministry’s
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budget for the current year taking into consideration the amendments introduced

during the year and other circumstances to the said Ministry or Directorate.

3.1.2. Approval of the State Budget

The MOFNE Minister prepares the draft budget together with a statement in respect
of the financial and economic position of the State and arrangements made for
the implementation of current budget allocations and the effect that this might have
on the draft of the new budget. The MOFNE Minister shall then submit the above

mentioned draft budget and the statement to the Council of Ministers for approval.

The State budget is issued by Law. However, if the Law concerning the budget
was not issued before the beginning of the financial year, the previous budget
will continue to be in force until the Law is issued and collection of revenues and
disposal of expenditure are effected in accordance with Laws applicable at the

end of the said year.

3.1.3. Implementation of the State Budget

The MOFNE Minister is given the responsibility and authority to issue instructions
concerning the implementation of the budget to ensure that this implementation
conforms with the provisions of Laws and regulations in operation. In addition,
the financial transactions between the various Government Departments shall be

settled in accordance with the instructions issued by the MOFNE Minister.

The existence of an allocation in the budget should not serve as a waiver for any

of the provisions of the Laws, regulations and orders. Further, any expenditure
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not included in the budget or in excess of the estimates appearing therein must
be effected by Law. This provision also applies to the transfer from one category
of the budget to another. The Ministries and Government Departments are not
allowed to request additional allocations unless there are satisfiable causes for

such request.

Depending on the nature of expenditure (e.g. projects expenditure), certain al-
locations may be appropriated, by virtue of a law, for more than one financial year.
The allocations in respect of the above expenditures shall be appropriated in the
successive annual State budgets. In some cases, the expenditure mentioned above
may be allowed a separate extraordinary budget which will be effective for more

than one financial year.

Sums which have been actually collected during any financial year shall be
considered as revenues or expenditure of the said year (i.e. cash basis of ac-
counting). In addition, any allocation which has not been spent, or which ha§ not -
been decided to be spent during the financial year for which it has been appropriated

shall become null and void.

3.1.4. Accounts and Accounting Control

The duty of the Heads of Finance Departments in each Ministry or Directorate
is to audit the accounts and examine the documents and papers of revenue,
expenditure and other accounts to ensure their authenticity and compliance with
laws, regulations, and financial instructions. They shall also examine the monthly
and quarterly statement of accounts as well as the annual final accounts. In addition,
they shall ensure that due revenues are collected on time and added to the

government revenue. Finally, they are requested to investigate causes for delay
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of collections and the examination and approval of payment vouchers before any

payment is made.

3.1.5. The Final Account

Each Ministry or Directorate prepares its final account for the financial year which
ended to be submitted to the MOFNE on the dates fixed for this purpose. These

final accounts are signed by the Head of the Finance Department.

The final account on the financial position of the State is prepared by the MOFNE
Minister. In addition he also prepares a report on the said account in a manner
which reflects the truth of the financial position in the financial year ended. The
final account and the report are submitted to the Council of Ministers. Any surplus
arising from the final account of the financial year is transferred to the reserve

fund and any deficit is charged against it, but this may only be effected by Law.
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3.2. GOVERNMENT BUDGET PREPARATION PROCESS

3.2.1. Budget Preparation

The principal features of the government budget preparation process in Bahrain
can be found in Exhibit 3.1 (which is taken from an IMF 1986 report; budgetary
and accounting systems in GCC member States). As shown in Exhibit 3.1 the
first step in budget preparation process is the incorporation of the economic and
financial forecasts that are prepared at the beginning of the financial year by the
MOFNE Economic Evaluation and Research Directorate (EVR) and the Financial

Planning and Programming Directorate (FPP) respectively.

The economic forecasts are derived from the overall development plan for the
State of Bahrain. Indeed, the development planning in Bahrain is a decentralised
function which depends upon the major capital spending projects initiated by certain
key Ministries and Directorates. Those Ministries are headed by the Ministry of
Public Works, Power and Water (PWA). Other major Ministries include Ministry

of Housing, Ministry of Defence, Ministry of Education, and the Ministry of Health.

The financial forecasting is conducted by FPP Directorate at MOFNE. FPP financial
planning section does three types of forecasts for central government revenues
and recurrent expenditure. Those forecasts are short-term (monthly), medium-
term (two year), and long-term (more than two years). In addition to the FPP’s
forecasts, other MOFNE directorates calculate their own forecasts, so that different
revenue and expenditure forecasts based on different assumptions are taken into

consideration in the budget preparation process.

A budget circular is prepared by the State Budget Directorate (SBD) based on
budgetguidelines received from the cabinet and sentto the Ministries and Government

Directorates. SBD takes into account the economic and financial forecasts
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mensioned above in preparing the circular. The Budget preparation
at the level of the Ministries and Government Directorates usually begins fairly
early in the year preceding the two-year budget (it is the policy of the State to
prepare the budget for two-years). Budget classified into three parts; manpower
(chapter 1), other recurrent expenditure (chapters 2 to 7) and projects/capital

expenditure (chapter 8).

Within each Ministry, the various Directorates and Sections are requested to
estimate their budget needs according to certain guidelines provided to them by
the Finance Departments of the concerned Ministries. The Ministry level proposal
for manpower needs is reviewed by the Civil Service Bureau (CSB) in a negotiation
process between the two during which the Ministry’s organisational chart, number
of positions, grades,allawances, etc. are questioned (especially if there are changes
made since the previous year). With CSB approval regarding the number of
personnel, their position, grades, etc., the concerned Ministry will work out its
manpower expenditure and add it with other recurrent and non-recurrent expen-
diture. This will represent the overall budget request for the two-years period that
will be submitted to MOFNE. Then the budget negotiations commence with the

concerned people in MOFNE.

After all the discussions are over, the final budget figures are put together by the
SBD and a draft budget for the State is prepared. The draft budget is then sent
to the Council of Ministers’ for their approval which is followed by the issue of

an Emiri Decree.

3.2.2. State Budget Standard Classification

To standardize the financial and accounting procedures and documents in the gov-

ernment, MOFNE issued a Standard Finance Manual (SFM) and distributed it to
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all Ministries and Government Departments for implementation. Section 4 of this
Manual deals with the Budgeting Procedures. The budgetis allocated according
to the type of expenditure (i.e chapter, section, and item), which is further divided
according to the cost centres (ministry, programme, and sub-programme). The
total budget is divided into eight chapters. A brief description of the nature of

expenses included in each chapter is presented in the following paragraphs.

3.2.3. Chapter One: Manpower Expenditure

This type of expenditure includes the salaries and wages for all the government
employees (Bahrainis and Non-Bahrainis), their training and other costs and
allowances; such as recruitment, termination and leave costs and allowances,

car and transportation allowances, overtime charges.

3.2.4. Chapter Two: Services Expenditure

This includes the expenditure on the communications (telephone installation charges,
intercom equipment, telex installation and usage charges, etc.); utility costs (electricity
supply and usage charges and municipality fees); rental charges; insurance,
transportation and cleaning charges; advertisement printing and subscriptions; and

other miscellaneous charges.

3.2.5. Chapter Three: Consumables

This chapter includes expenditure on the purchase of gas, fuel, oil and lubricants.

It also includes the cost of supplies and materials like the purchase of garments,
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food, chemicals, printing and stationary materials, drugs and medical materials,

and other miscellaneous consumable items.

3.2.6. Chapter Four: Fixed Assets

This chapter includes expenditure on the purchase of fixed assets such as motor

vehicles, trucks, heavy machinery and tools, furniture and fixtures, computer

equipments, and other miscellaneous assets. MOFNE defines fixed assets as

all tangible assets owned by the Ministries and Government establishments for

use, and their useful life extend to more than are financial year.

3.2.7. Chapter Five: Maintenance

Expenditure from this chapter includes the maintenance costs of all the government

properties such as the buildings, motor vehicles and heavy machinery, computer

equipments, furniture, and other miscellaneous equipments and machineries.

3.2.8. Chapter Six: Transfers

Those are the amounts transferred by MOFNE to the associations and committees

as supports from the government. It also includes external transfers such as the

State of Bahrain contribution fees to the Gulf Co-operation Council.

3.2.9. Chapter Seven: Grants, Subsidies and Repayment of Loans Interest

The expenditure from this chapter includes the payment of interests due on foreign
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and domestic loans, food subsidies, subsidies on petroleum products, social grants,

and other assistance to organisations and enterprises in Bahrain.

3.2.10. Chaper Eight: Projects Expenditure

This chapter includes the pre-construction costs (such as the land purchase and
acquisition, land reclamation, land compensation, feasibility study, etc.); construc-
tion contract costs; ancilliary construction costs, capital maintenance, and other
capital expenditures. The building and maintenance costs of the Ministry of

Education Schools are also charged under this chapter.
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3.3. DESCRIPTION OF MINISTRY OF EDUCATION
3.3.1. Organisational Structure of MOE

An Organisation Chart for MOE is shown in Appendix 2. This Chart is of a functional
type and includes in addition to His Excellency the Minister of Education and the
Under secretary, 4 Assistant Under-secretaries and 17 Directorates and Centres
that report to the Under-secretaries. In the following paragraphs we will describe
the general goals and objectives of the MOE in addition to the main duties and

responsibilities of the key Directorates in the Ministry.

3.3.2. Goals and Objectives of MOE

The following are the main goals and objectives of MOE as extracted from the
Ministry’s 1988-89 annual report prepared by the Educational Information Depart-

ment Documenting Centre (pp.11) :

a. To provide the opportunity and help for every individual to develop his/
her capabilities and skills to achieve a better quality of human life, in
addition to preparing him/her for a co-operative life in the work and working

environment.

b. The development of the individual's capabilities for critical thinking and
to make the correct decisions in addition to proper implementation of these

decisions.

c. To ensure the rule that Islam has played to complement the individual’s
personality and its rule to encourage the unity and co-operation in the

community; and its validity in all times and places in addition to its capability
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to cope with the current environmental requirements.

d. To enable the individual to support the scientific and technological

improvements and gain from their consequences/results.

e. To enable the individual to better utilize his/her free-time, through involve-
ment in the social, cultural, scientific and sport functions provided by the

Ministry's various Directorates and Centres.

f. To enable the Society to achieve the economical and social improvements,
that is by providing to it what it needs of local skillful manpower that is

able to work, produce and innovate.

g. To encourage the development of an educated and productive society,
whichis complete inits all components. This can be done through providing
‘the self-direction and self-education opportunities for all the peoples in
the Society, old and young, male and female, according to the perpetual

full-time and part-time educational system.

3.3.3. Duties and Responsibilities

The objective from discussing the duties and responsibilities of the various
Departments and Directorates of MOE is to lay down the foundations on which
the proposed budgetary reform would be based. Related activities that are part
of the duties and responsibilities of various departments according to the current

system may be grouped in one program according to the proposed system.

In the following paragraphs we are going to describe the main duties and respon-

sibilities of the key directorates in MOE:
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a- Directorate of Financial Affairs and Budget

The Directorate of Financial Affairs and Budget at MOE reports to the Assistant
Undersecretary for Administration and Financial Affairs. The following are the main

duties and responsibilities of this Directorate:

1. Study and prepare budget estimates, discuss them with MOE'’s officials

to prepare the budget.

2. Prepare the annual budget in its final form according to the instructions

of MOFNE and the policy of MOE.

3. Study the feasibility of proposed projects and financial plan, analyse these

plans to reach the future budget estimates.

4. Prepare statistical reports, explanatory notes, detailed financial statements -
related to the accounting transactions and the financial position of the
Ministry and submit them to MOFNE.

5. Participate in the analysis of educational costs.

6. Organise financial management process at schools, assess their financial

position and prepare the final accounts.

7. Conduct internal audit on schools, Ministry’s organisational and cultural

attachees and take necessary steps to correct deviation from norms.

8. Review and develop financial systems to be in line with the proper

accounting practices.
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b- Directorate of Personnel Affairs
There are several duties and responsibilities that are carried on by the above
mentioned Directorate. However, the following are the main duties & responsibilities

of the Directorate of Personnel Affairs :

1. Implement the Civil Service personnel policy, regulatins and circulars of

MOE.

2. Study the manpower requirements in co-ordination with other Directorates

based on financial funds / resources and the approved organisation chart.

3. Meet staffing requirements, review promotions and organise teachers

transfers.

4. Prepare payroll, allowances and all personnel actions.

5. Organise and follow up the Ministry’s requirements for administration
training, follow-up implementation with other Directorates at MOE and

supervise the financial affairs of sponsors in Bahrain and abroad.

6. Promote morale and performance of staff in the Ministry.

N

Organise and conduct the recruitment functions.

®©

Participate in the planning and career development of the Ministry Staff

and co-ordinate training programmes with Civil Service Bureau (CSB).
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c- Directorate of Primary Education

This Directorate reports to the Assistant Undersecretary for General and Technical

Education and its main duties and responsibilities are to:

1. Prepare studies on educational programmes and school administration
and to encourage initiatives and recommendations for school self devel-

opment.

2. Study schools’ need for manpower, materials, tools, additional classrooms,
facilities, premises and follow-up their availability with other Directorates

at MOE.

3. Monitor progress in educational services, assess educational programme
effectiveness, and measure educational performance to present the results

to the Education Committee headed by H.E. the Mirister of Education.

4. Develop criteria for transfer of teachers and school administrators and

participate in performance appraisal preparation accordingly.

5. Search for the appropriate methods for the career development of
employeesin the schools and participate in conducting orientation sessions

in co-operation with Directorates concerned.

6. Administrative and technical supervision of the work process in primary

schools.

7. Participate in the planning, development, and application of new ideas
and systems in Primary Education, and execute the approved educational

experiments.
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d- Directorate of Intermediate and Secondary Education

This Directorate reports to the Assistant Undersecretary for General and Technical

Education and its main duties and responsibilities are to:

1. Prepare studies on educational programmes and school administration,
and to encourage initiatives and recommendations for school self-devel-

opment.

2. Study schools need for manpower, materials, tools, and additional

classrooms.

3. Assess and develop educational programmes.

4. Develop criteria for transfer of teachers, school administrators, and

participate in the preparation of the performance appraisal accordingly.

5. Survey and study the needs for the professional development of employees
at schools and prepare and execute the training programmes in co-

operation with concerned Directorates.

6. Participate in the planning and development of educational programmes
and systems, in addition to the introduction of new programmes and

systems in the Intermediate and Secondary Education.

7. Organise the development and evaluation process of the schools in co-

ordination with concerned parties/Directorates.
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e- Directorate of Adult Education

This Directorate reports to the Assistant Undersecretary for General and Technical

Education and its main duties and responsibilities are to:

1. Prepare the policy for the adult and continuing education programmes,

and set rules and regulations to organise them.
2. Prepare, implement, and evaluate the general plans for the programme.
3. Monitor all the literacy, adult, and continuing education centres.
4. Develop the public awareness about literacy education in conjunction
with concerned bodies, and to encourage the private and public estab-

lishment to participate in these programmes.

5. Manage the National Literacy Fund.

f- Educational Technology Centre

This Directorate reports to the Assistant Undersecretary for Curricula and Training,

and its main duties and responsibilities are to:

1. Promote and evaluate the use of educational technology to fulfil the

continuous development needs of educational curricula.

2. Design models for use as teaching aids in the development of teaching

methods.
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3. Develop and establish educational resources centres in the schools and

provide them with the necessary guidance on the use of such resources.

4. Produce and supply films, audio tapes, maps, slides, and educational
cards and models to the schools to fulfil the educational needs, in addition
to the follow-up of their usage and evaluation of their effectiveness in co-

operation with Curriculum Directorate and the concerned schools.

5. Organise, direct, and develop educational resource centres to achieve

educational objectives.

g- Directorate of Curriculum

This Directorate reports to the Assistant Undersecretary for Curricula and Training

.and its main duties and responsibilities are to:

1. Set plans for curriculum development project, write curriculum, follow-

up their application in the schools, evaluate and amend them periodically.

2. Conduct field research and studies on curriculum development, teaching

methods and evaluation tools and monitor their application.

3. Supervise educational guidance process given to teachers of all subjects
in the public schools, evaluate their performance and develop remedial
plans to improve their practical and behavioral efficiency by using various

methods.

4. Develop evaluation and testing tools and establish diagnostic criteria for

intelligence and aptitude tests in the public schools.
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5. Set up general examinations, conduct analysis or promotional exami-
nations, and supervise the making of these examinations.
h- Directorate of Training

This Directorate reports to the Assistant Undersecretary for Curricula and Training

and its main duties and responsibilities are to:

1. Conduct research and studies on the training needs of the academic

employees and determine implementation priorities.
2. Plan the training programmes by sorting out skills and type of training.
3. Plan the implementation of the training programmes by setting up the
goals, designing of the curriculum methods, arranging for lectures,
determining the place and time and estimating the training financial costs/

requirements.

4. Maintain the quality of the training programmes in accordance with the

standards recognised by international bodies.
5. Monitor and analyse the training results and issue official certificates to
the trainees.
3.3.4. Budget Preparation Process

The first principal step in the budget preparation process at MOE is the “Budget
Plan” for the next two years budget. The budget plan is prepared by the Directorate
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of Finance and Administration based on the “Budget Circular’ received from the
State Budget Directorate at MOFNE which reflects the economic and financial

forecasts for the government, and on MOE'’s previous experience and future plans.

The Budget Plan is approved by the Budget Committee (whose members are from
high authorities at MOE) and then distributed to all MOE Directorates and Centres.
This plan shows the duties and responsibilities of various Directorates regarding
the submission of their proposals for the coming two years budget requirements
and the deadlines to submit these proposals. The following are examples of what

the 1991 and 1992 Budget Plan stated:

a. The Directorate of Planning and Programming should decide upon the
number of teachers that are required by the educational process for the
next two academic years according to the level of study. The final date
to submit a report regarding this matter is nine months before the start

of the budgetary period.

b. Both the Directorate of Elementary Schools and the Directorate of Primary
and Secondary Schools should forecast their needs of the Administration
and Academic staff for the new schools that will open during the next
two academic years. The final date to submit a report regarding this matter

in nine months before the start of the budgetary  period.

c. The Directorate of Planning and Programming in co-operation with the
Directorate of Finance and Administration should make a list of the MOE
projects for the next two years according to priority order and submit it
to the Budget Committee at the end of the first quarter of the current

financial year.

d. The Directorates should prepare their next year budget at a similar level
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of expenditure as the current budget after subtracting the projects and

other expenditures added to the current budget.

e. The Directorate of Services should prepare the budget forecasts for all
the services and maintenance costs of MOE. The forecast should be

submitted least nine months before the start of the budgetary period.

f. The Directorate of Finance and Administration should prepare the manpower
budget for the next two years using the computer software designed for
this purpose. This budget should be prepared in co-operation with the
Directorate of Personnel and the Educational Information Department
Documenting Centre at least nine months before the start of the budgetary

period.

Based on the reports and proposals received from the various Directorates and
Centres at MOE, the Budget Committee will then prepare the draft budget for the
Ministry and send it to the Educational Committee (headed by H.E. the Minister

of Education) for approval.

After the approval of the Educational Committee of the draft budget, it is sent to
the State Budget Directorate for review and study. Then a meeting is held between
the concerned parties in both MOE and MOFNE to discuss the draft budget and

to finalise it.

Type of budgets in the Ministry of Education

MOE expenditures can be divided into two main budget categories, the projects

expenditure and the recurrent expenditure. This classification is followed in all other

departments of the government.
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a) The projects budget

This basically includes the expenditure on the construction projects such as building
of new schools, purchase of motor vehicles and schoal buses, the furniture,
furnishing and equipment costs, and the costs of major repair and maintenance
of schools, furniture, and other equipments. The expenditure from this budget is

mainly controlled by the Public Works Affairs.

b) The Recurrent Budget

The recurrent budget of MOE is put together (as shown in the previous section)
incrementally and presented in traditional line item fashion. The content of this
budget is by object (i.e. divided according to Chapters, Sections and Items), and
the expenditure classification is by cost centres (i.e. various departments and
centresin MOE). Therefore, the main purposes for this type of budget (i.e. traditional
line-item) is to impose control over the government money and hold the government
establishment accountable. Appendix 3 shows the budget classification structure

for the MOE.
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3.4. DISADVANTAGES AND ADVANTAGES OF TRADITIONAL
BUDGETING

After this brief discussion of budgetary process as followed by MOE, the main
disadvantagesandadvantages of the Traditional Budgeting system will be described
in this section. The disadvantages are discussed first since the purpose of this

study is to develop a budgetary system to overcome those disadvantages.

3.4.1. Disadvantages of the traditional budgeting

a- According to the traditional budget system,the control period over government
expenditure remains to be the current year and accounts are finalised at
the end of each year. The capital spending unspent balances are carried
forward. Therefore, the budget review may be viewed as one that focuses
on detailed spending matters e.g. control over the rate of disbursement; rather
than on the costs of programme and policy objectives, and the effect of
expenditure on efficiency and effectiveness of these programmes (i.e. value

for the money).

b- The government's annual budget booklet issued by the State Budget
Directorate at MOFNE only provides information related to expenditures by
object and cost centres. It does not provide any basis/information regarding
the economic and financial analysis. Furthermore, no correlation is made
togovernment objectives and functions. Therefore, under the current system
it is clear that the budget figures may well serve the purpose of financial
control and accountability, but it provides no information as to expenditure

effectiveness and efficiency with respect to objectives and functions.

c- The use of cost and unit pricing analysis to evaluate performance is weak
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(e.g. cost per student in public school cost per patientin government hospitals
and medical centres, cost per KW of electricity produced, etc.). These data
are important components that should be incorporated in the budgetary

decision making process.

d- The processe of ranking activities according to their importance (i. e. pri-
orotization process / mechanism) is weak in the government. This is an
important matter as it enables the Ministries and Government Directorates

to better respond to expenditure control directives of MOFNE.

e- With regard to the project expenditure, we could find cases where some
projects are budgeted but not started during the year. Yet, they are not
taken off the budget and thereby preventing other new projects from being
funded. Therefore, whatis neededis a prioritization mechanism (as mensioned
above) to remove some of these projects in order to make room for newer
(higher priority) ones. This will contribute greatly to the improvement of the

Ministries’ efficiency and effectiveness.

f- Under the currant budget classification code of MOE it is difficult to calculate

“~etg directly related to the educational process (i.e. schools education

cost) to be a.. ‘~ate the effeciency measurements as related to MOE.
Such difficulty is encounte.

factors:

1. The teachers and schools administrative staff training costs are allocated

to the Training Directorate Cost Centre.

2. Some of the Chapter Two (Services) expenditure like electricity, water

and telephone costs are allocated to the Services Directorate Cost Centre.
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The costs of printing educational books and booklets are allocated to the

Curriculum Directorate Cost Centre.

3. Chapter Three (Consumables) expenditure in total is allocated to various
Directorates in MOE, for example, Finance and Administration Directorate
(stationery costs), Educational Technology Centre (purchase of technical

instruments and purchase of books for school libraries).

4. Withregard to Chapter Four (Assets), only the cost of furnishing the schools
is allocated to the Schools Directorates Cost Centres. Costs such as
the curricula implementation educational instruments are allocated to the
Curriculum Directorate Cost Centre. Other educational instruments and
machines such as video recorders, T.V. sets and projectors are allocated

to the Educational Technology Centre Cost Centre.

5. The major portion of Chapter Five (Maintenance) expenditure is allocated
to the Public Works Affairs at the Ministry of Works, Power and Water
because it is the governmental establishment that is responsible for the
maintenance of allgovernment properties (except motor vehicles and other
heavy machinery which are maintained by the Ministry of Transportation).
However, there is a budget for emergency maintenance of public schools,
instruments and machines; this budget is allocated to the Services Directorate

and Educational Technology Centre Cost Centres.

6. All the furnishing, instruments, materials and supplies costs related to
the new schools are allocated to the Planning and Programming Direc-

torate Cost Centre.

The philosophy behind the above mentioned procedure/practice of dividing the

educational budget among various Cost Centres/Directorates is to allocate the
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budget to the place responsible and authorised to provide and control the service/

goods provided.

3.4.2. Advantages of the traditional budgeting

Despite the disadvantages of the traditional budgetary system as discussed
above, it has not been replaced by any of its outstanding competitors. This
is due to the following unique features of the traditional budgetary system
which makes it appealing for different States and Governments to adopt.

These features include:

a- The line-item budgeting closely parallels the lines of responsibility in the
Ministries. Thus, it helps MOFNE to control Ministries and Government

Directorate expenditure.

b- Traditional budgeting makes calculations easy and precise because it
is not comprehensive. History provides a strong base on which to rest
a case. The present is considered on the basis of the past, which may
be known, rather than the future, which is difficult to know. However,
this can also be a disadvantage, because comparing this year with last
year may not mean much if the past was a mistake and the future is
likely to be a bigger one. Thus, a quick calculation, if it is grossly in error,

may be worse than no calculation.

c- Under line-item budget, choices that might cause conflict are fragmented

so that not all difficulties need to be faced at one time.

d- Budgetors may have objectives, but the budget itself is organised around
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activities or functions - manpower, consumables, maintenance etc. There-
fore, one can change objectives without dramatically changing the budgets
(provided that the existing budget can appropriately serve the new

objectives).

e- Unlike most budgetary systems, traditional budgeting does not demand
analysis of policy; neither, however, does it inhibit it. Thus, because it
is neutral in respect of policy, traditional budgeting is compatible with a

variety of policies, all of which can be converted into line-items.

f- Short term budgeting (every year, or even more than once a year) aids

economic adjustment through government monetary policy.

In summary, traditional budgeting lasts becauseitis simpler, easier, more controllable,
and more flexible than modern alternatives such as zero base budgeting and PB.
Tobe useful, a budgetary process should perform tolerably well under all conditions.
It must perform in face of the unexpected - deficits and surpluses, inflation and
deflation, economic growth and economic stagnation. It is not so much that
traditional budgeting succeeds brilliantly on all the above, but rather that it does

not fail entirely on any one of them (Wildvasky 1986).






Chapter Four

THE PROPOSED BUDGETARY SYSTEM

4.1 INTRODUCTION

One of the most important lessons is that one should learn from the experience
of others. Thus, experience of the countries which implemented the PB shows
that this system as discussed in Chapter Two has failed in most of the countries
that implemented it because of the major disadvantages inherent in the system
and because of the lack of understanding of the PB by the people who implemented
it. On the othér hand, it is not recommended that the Government continues using
the traditional budgetary system with its major weaknesses that we have already
covered in Chapter Three. Indeed, there is no one budgetary system that will
satisfy all the needs of the government. “Bounded rationality” suggests to us that

due to the scarce resources, we should not optimise, rather, we should satisfy.

Therefore, the ability of a budgetary form to score high on one criterion may increase
the likelihood if its scoring low on another. Accordingly, there may well be no
ideal mode of budgeting. If so, this is the question “Do we choose a budgetary
process that does good on one criterion but terribly on others?” Or do we opt
for a process that satisfies most of our demands from a budgetary process even
though it does not score brilliantly on all of them? This is then what we hope

that our proposed budgeting form will achieve.

Based on the above, this chapter will describe a proposed budgetary system that
is indeed not a complete budgetary reform; rather, it is a modification of the current
system that takes into consideration the weaknesses in the traditional budgeting

and the strengths in PB.
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The framework of the proposed system consists of five main phases, namely, the
mission development, setting the objectives, crafting a strategy, development of

performance indicafpors, and program structuring.
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4.2. DEVELOPING A MISSION

The most basic direction-setting question facing the senior authorities of MOE (and
of course any other organization) is “What is our Ministry’s business and what
will it be?” Developing a thoughtful answer to this question pushes MOE authorities
to think through the mix and scope of their educational programmes and activities,
to consider what they should be doing and not doing. At this context “a mission
is a statement that broadly outlines the organisation’s future course and serves

as a guiding concept (Thompson 1989).

Currently, MOE mission can be summarised in the following statement that was
extracted from MOE annual report for 1988/89: “Publication of the education through
providing the necessary educational facilities for all the citizens who are at the

study age”.

Itisimportantto remember that the task of communicating the mission to subordinate
employees (Directors, Superintendents, Headmasters and Teachers) is almost as
important a task as that of developing the mission. If senior authorities at MOE
fail to communicate the mission in ways which convey a sense of urgency and
purpose, or if they do not provide a convincing rationale for why the Ministry has
to move in this direction, then the mission statement does little to induce changes
in the attitudes, thinking, and behavior of employees - a behavior that makes it

much harder to move the Ministry to the desired direction.
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4.3. SETTING OBJECTIVES

The act of setting formal performance objectives not only converts an organisation’s
mission and direction into specific performance targets to be achieved, but also
helps protect against drift, confusion over what to accomplish, and a toleration
of undemanding results (Thompson 1989). Both short-term and long-term ob-
jectives are needed. Short-term objectives draw attention to what immediate results
to achieve, for example, to reduce the cost per student in the primary schools
by 10% next year without affecting the current quality and quantity of services

provided to them.

Long-term objectives put pressure on educational authorities to consider what to
do now to have the Ministry Departments to produce good results later. Thus,
having long-term objectives pushes the concerned authorities (Undersecretaries,
Directors, Superintendents, Supervisors, Headmasters, etc.) to weight the impact
of today's decisions on longer-term performance. Along term objective for MOE
could be to “increase the number of graduates from industrial secondary schools
by 5% in the coming five years to meet the increase in the market demand for

those”.

Based on the objectives described in this Section and the strategies described
in Section 4.4, the researcher will be able to formulate educational programs which

will become the basis for the proposed budgetary process.

It is essential that performance objectives be stated in quantifiable or measurable
terms and that they contain a deadline for achievement. For the direction-setting
purposes of objectives to be fulfilled, objectives need to meet five specifications

(Thompson 1989):

a - An objective should relate to a single, specific topic.
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b - An objective should relate to a result not to an activity to be performed.

(The objective is the resuit of the activity, not the performing of the activity).

C - An objective should be measurable (stated in quantitative terms).

d - An objective should contain a time deadline for its achievement.

e - An objective should be challenging but achievable.

The educational objectives of MOE

The following educational objectives are extracted from the “Five Years Educational
Plan” of MOE. These objectives are divided ito three categories as folows:
4.3.1 Base Education

The educational plan for the years 1989/90 - 1994/95 (from now on it will be referred
to as the five year plan) of MOE states that the base education consists of the
primary and elementary education. The objectivesof the two educational levels

are:

a. The creation of citizens who possess the base of general culture and essential

skills that are built on valid traditions, directions and skills.

b. To enable those citizens to continue the education in its variety.

However, these objectives are general (i.e. qualitative) and not measurable (i.e.

quantitative). Therefore, it becomes very difficult to use them for performance.
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As a result, they need to be redefined in a measurable form so that they can be
used for performance evaluation. For example, the above objectives can be

restated as follows:
a) As an attempt to reduce the level of illiteracy, the number of students
accepted in the primary schools to be increased by 2% on yearly basis

for the next five years.

b) To improve the effectiveness of the educational process, the student-

teacher ratio should decrease from 35 to 30 in the coming three years.
c) Implementation of the “classroom teacher program” in all class levels of
primary schools by the academic year 1991/92.
4.3.2 Secondary Education

The following objectives that are related to the secondary education level are

extracted from MOE five year plan:
a) To develop the productive work attitude in the students.

b) To encourage the students to make the best of their leisure time and develop

their continuing education.

c) To supply the market with the manpower required to develop the various

sectors of the economy (i.e. commercial, industrial, health, tourism, etc..).

d) To ensure the attainment of the minimum level of general literacy by all

the secondary level students. This will be achieved by teaching general



CHAPTER FOUR : THE PROPOSED BUDGETARY SYSTEM

- 104 -

as well as specialised courses in the secondary level of education.

However, the above mentioned objectives are general (i.e. qualitative) and not
measurable (i.e. quantitative). Therefore, it becomes very difficult to use them
for performance. As a result, they need to be redefined in a measurable form so
that they can be used for performance evaluation. For example, the above

objectives can be restated as follows:

a) To develop the students knowledge and attitude toward studying, the
“courses system” should be implemented in the General and Commercial

Secondary education levels from the academic year 1989/90.

b) To meet the market demand for the industrial students, the number of
graduates from the Industrial Secondary Schools should increase by 5%

in the coming three years.

¢) To meet the market demand for the hotel and tourism students, the number
of graduates from the Hotel and Tourism Specialisation should increase

by 2%, 3%, 3% in the years 1989, 1990, and 1991 respectively.

d) To be able to implement the “courses system” in the Secondary Schools,
the study day should be extended from five hours to six hours starting
from the academic year 1988/89.

4.3.3 Continuing and Aduit Education

The following objectives that are related to the continuing an Adult Education

Program of MOE are extracted from the five years plan:
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a) To reduce the literacy level in the country through educating about 15,000

illiterates who are between the age 10-44 years.

b) To encourage the illiterate to pass the “base phase” which is a two year
study period to be eligible to enter in the "continuing phase" which equtes

the fifth and sixth class ievels in the primary schools.

c¢) Toencourage the self confidence in the citizen which enables him to continue

his education and develop his skills and knowledge.

d) By the end of the year 1999, total graduates from the continuing education

program should be 10,000 students.
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4.4. CRAFTING A STRATEGY

Managers always have some discretion in choosing how to achieve target ob-
jectives. Whereas objectives represent the “ends”, strategy represents manage-
ment's “means” of accomplishing its objectives. In definitional terms, Strategy is
the pattern of approaches and moves crafted by management to produce successful

performance (Thompson 1989).

Based on the five years plan, the various strategies that MOE can follow to achieve

the objectives mentioned in the previous section includes the following:

4.4.1. Base Education

a. Introduction of the "classroom teacher program in the primary education

level".

b. Implementation of the “improved education curricula program” in the primary
schools to match with the introduction of the “classroom teacher program”

mentioned above.

¢. Send the school headmasters and teachers in training courses at the College

of Education in the University of Bahrain.

d. Increase the number of classrooms in the first three levels of primary education
from 893 rooms in the academic year 1988/89 to 1408 rooms in the academic

year 1994/95.

e. Increase the number of base education level schools, specially in the areas

where the number of population at school age is high.
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4.4.2. Secondary Education

a- The continuous improvements in the curriculum of the secondary education

to cope with the market demand and higher education requirements.

b- Introduction of new education branches, like what happened in early 1980s
where the MOE created new branches such as the Health Science, Hotel

and Tourism, Agriculture and Animal Wealth, etc.

c- MOE started to implement the “courses system” in two commercial and
general secondary schools in the academic year 1990/91.

d- The number of teaching hours is reduced to 20 hours per week to the
teachers who act as advisors to the students.

e- Introduce elective courses to provide more choices for the students and -

to enlarge their general knowledge.

f- Build new schools to occupy the increase in the number of students. These

schools are supplied with the necessary instruments, equipments, labo-

ratory items, etc.

4.4.3. Continuing and Adult Education Programme

a. Issuance of the compulsory education law and provision of grants and

supports to poor families.

b. Conduct an investigation to know the total number of illiterates in Bahrain

who are between the ages (40-44 years) and 10-14 years). Also, more
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control is imposed on the number of school leavers.

c. Open schools on part-time basis to encourage working students to study

in the afternoons.

d. Encourage the self motivation in the illiterates to continue their education.

At this stage, it is important to make clear a number of points. First, one of the
most important strategies is the proposed budgetary modification at MOE. This
modification should provide the necessary information to evaluate the educational
system financial performance through comparing the results with the desired

objectives.

Second, strategies should not only be decided at the top authority level of MOE,
rather, all the levels of the organisation should participate in crafting the strategies

because all of them will be responsible to carry it on.

Third, as we have seen above, strategies should be related to the objectives,

therefore, if objectives are changed, strategies should be modified accordingly.

Finally, the objective and strategies discussed above represent an attempt by this
researcher to provide the guidelines to set objectives and craft strategies, therefore,
the above mentioned objectives and strategies are subject for change depending

on the situational analysis at MOE.
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4.5. DEVELOPING OF PERFORMANCE INDICATORS

Measurement of performance is one of the key elements in the proposed system.
It is used to formulate and control the budget, ensure accountability of individuals

and departments (Directorates & Schools), and analyse and improve operations.

In the following paragraphs we will discuss the proposed performance indicators
that should be used for the evaluation of the educational performance of MOE.
These indicators are applied in other countries and were extracted from books

that are specialized in the educational field (see Bibliography).

4.5.1 Input indicators

The adequacy of the financial effort with respect to education between different

countries and different periods within a given country is usually measured by

employing the following input ratios (Vasudevan, 1976):

a) Educational expenditure as a percentage of GNP

b) Percentage of education expenditure to the Government expenditure

c) Percentage of education expenditure to the social sector expenditure;

and

d) Educational expenditure per capita.

!

For the purpose of this research, the term “educational expenditure” will mean

the total recurrent expenditure of MOE for a particular fiscal year.
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The Educational Expenditure as a percentage of GNP ratio measures the financial
commitmentand emphasis made by the governmentto the public education system.
The inter-country comparison of this ratio over a period of time is a useful tool

for budgetors, planners and policy makers.

The ratio of the educational expenditure as a proportion of the total government
expenditure and the ratio of educational expenditure as a percentage of social
sector expenditure can, again, be useful in the context of studying intemporal
variations in the government efforts on education. However, for international
comparison purposes, there is a necessity to restrict comparisons of this ratio to
the countries following similar economic and social philosophies (e.g. GCC coun-
tries only), this is because the share of government expenditure in GNP varies
from country to country and is higher in a socialist economy than in one built on

free enterprise (Vasudevan).

Finally, the ratio of educational expenditure per capita can be of interest .for the

purpose of comparison between two points of time.

Atthis stage, it must be emphasized that the above mentioned input indicator ratios
should be used in conjunction with each other in assessing the adequacy of the
financial effort on educational development in Bahrain over a period of time or
with reference to other countries. Further, it is important to understand that the
above mentioned ratios might help to compare the financial efforts on education
made by Bahrain and other countries, however, they do not reveal the quality of

education provided by them with equal amounts of real educational resources.
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EXHIBIT 4.1 : SUMMARY OF THE INPUT INDICATORS

No. Indicator name Method of calculation
1 % of educational expenditure Educational expenditure
to GNP GNP
2 % of educational expenditure Educational expenditure
to Government expenditure Total Government expenditure
3 % of educaticnal expenditure ional expenditure
to social sector expenditures Government expenditure on social sector
4 Education expenditure Educational expenditure
per capita Total population

4.5.2 Process Indicators

The process indicators are used to measure the ways education system operates
- ( the ways they process inputs to provide outputs). In other words, they measure
the internal efficiency of the educational system. The following are the most
common types of process indicators (Comb P. & Hallak. J. - 1972/ Johnston J.
- 1991):

a. Distribution of schools education costs by type of expenditure.

Generally, the schools education costs (i.e. costs directly related to schools)
are divided into five categories, namely, manpower, services, consumables,
fixed assets, and maintenance costs. The most significant one is the
manpower costs followed by the cost of purchasing fixed assets. Therefore,
the ratio between each type of these costs to the total schools education
costs shows the emphasis that MOE is giving to each of them. The exami-
nation of the trends for a period of time can provide the necessary information

for policy makers and planners for decision making purposes.
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b. Distribution of schools education costs by level of education

The educational system in Bahrain divides the education into three different
levels, namely, primary education, intermediate education, and secondary
education. The length of education period in the primary schools is six years
and in the other two levels is three years each. Therefore, generally we
should expect that the total expenditure dévoted to the primary education
level should relatively be more than each other two levels. On the other
hand, we should expect that the money spent on the purchase of educational
equipments and instruments should be higher in the secondary level than
the other two levels because of the extensive use of science and comput-
ers laboratories. Therefore, the examination of the ratio of expenditure
between the various educational levels over a number of years is considered

a good tool for budgeting, planning and decision making.

c. Average unit cost per student

This measure is considered as one of the most important indicators that are
used to measure the internal efficiency of the educational system. In economic
or financial term. This ratio can be computed for all educational levels as
well as for each educational level. Therefore, the comparison between the
changes in the unit cost per student within and among each level of edu-
cation for a period of time should be examined and reasoning for the significant
deviations should be provided. Acceptable reasons for the increase in the
average unit cost per student over a period of time could be the introduction
of better curricula, technical innovations in education, recruitment of better
qualified teachers, and more adequate provision of educational materials
and supplies. On the other hand, decrease in the average unit cost per

student could be as a resuit of better utilisation of the current resources or
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overcrowding in classrooms, and an increase in the proportion of unqualified

teachers.

A comparison can be made between the average unit cost per student in Bahrain
with comparative reported figures of other GCC countries and ratios published
by UNESCO. A relatively higher figure might for example indicate that other
countries are spending on more expensive educational facilities, a better qualified
teachers orinefficient use of educational resources by Bahrain.... and so on. There-
fore it is important that such data shouid be interpreted with caution, because the
factors that affect the costs in each situation can vary dramatically and also because

of other special factors.

Another difficulty in relying on average cost indicators is the uncertainty about what
may be assumed about the quality of the process and outputs. This leads to
ambiguity in the interpretation of the average cost data. By one interpretation,
high unit costs are looked upon favourably as an indicator of high quality educational
process. Alternatively, high costs may be taken to indicate inefficiency or, more
neutrally, they could be the result of factors such as the inherited age and

qualification structure of schools staff on its location.

Despite the above limitation MOE should not neglect cost data entirely. For
example, data on average cost per student in a particular cost centre (e.g. education
level at school) should trigger questions. If unusually high, are they compensated
by high quality of output (e.g. number of grad rates as compared to last year)
in the relevant cost centre, or explained by extraneous factors. On the other hand,
if the cost per student is unusually low, the question can might be raised regarding

reasons of such decline.
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d. Teacher-Utilisation ratio

The size of the student-teacher ratio is influenced not only by the avérage
number of students per class, but, by several other factors as well. Among
the most important of these are the number of hours of in-class teaching
per week and the average weekly teaching load of the teacher. In addition,
the ratio depends upon the number of subjects taught, the proportion of
specialised subjects in the curriculum and the proportion of time assigned
to theirteaching, the number of subjects ateacher can handle, and the number

of specialised teachers (Cooms P. and Hallak J.).

The importance of a study of student-teacher ratios in educational planning and
budgeting is derived from the fact that if they can be allowed to increase without
lowering the quality of education, it will be possible to increase school capacities
and hence reduce the cost of providing education to a child/student. Whether
or not the number of students assigned to a teacher can be increased will depend

upon the interplay of all the factors mentioned above.

The student-teacher ratios over time can be compared within each level of
education, within the Ministry, with GCC countries, and ratios published by UNESCO.
To be useful, the changes in the ratios should be assessed in a manner that takes
into consideration the factors mentioned above. For example, an increase in the
student-teacher ratio within the level could be due to the increase in the number
of students, decrease in the load on the teachers because of reasons related to

the health condition of some of the staff members .... etc.
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EXHIBIT 4.2 : SUMMARY OF THE PROCESS INDICATORS

No. | Indicator name Method of calculation
1 | Distribution of schools a) Manpower expenditure
education costs by type Total schools education costs
b) xpenditur
Total schools education costs
c) Other expenditures
Total schools education costs
2 | Distribution of schools a) xpendit n primary level
education costs by level of Total schools education costs
education
b) Expenditure on intermediate level
Total schools education costs
c) diture on n level
Total schools education costs
3 | Average unit cost per | school ati
student in Government Total number of students
schools
4 | Average unit cost per a) xpenditure on primary level
student by level of Total No. of students in primary level
education
b) nditure on intermediate_level
Total No. of students in intermediate level
c) nditure on n le
Total No. of students in secondary level
5 |Teacher utilisation ratio Total number of students
in Government schools Total number of teachers
6 | Teacher utilisation ratio a) Total number of students in primary level
by level of education Total number of teachers in primary level
b) In r of students in intermediate evel
Total number of teachers in intermediate level
c) T number of i level
Total number of teachers in secondary level

4.5.3 Output Indicators

The conventional practice is to treat educational output as the number of school

graduates from the differentlevels of the educational system with specific educational
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attainment. According to the view taken this research, the output of education
is defined as the total number of students who leave the system at any time, after
acquiring varying amounts of physical or mental capabilities, knowledge, abilities

and competencies, interests and attitudes.

The most common output indicator is the average recurrent cost per graduate.
If there were no drop-outs or repetitors, the total recurrent cost per graduate could
be calculated by multiplying the annual schools recurrent expenditure per student
by the normal length of cause in each level of education. However, as drop-out
and repetition do exist in all the educational system levels, they should then be
taken into consideration in calculating the average cost per graduate and that is

by adjusting the length of course in each level of education.

One way of appraising the efficiency of the educational system or of different levels
within the system is to compare the average cost per graduate over different periods

of time and with the cost in other GCC countries as well as other Countries.

One of the common factors that could lead to an increase in the cost per graduate
is rate of educational wastage, which in turn affects the efficiency of the educational
system. The two main factors of the educational wastage are (a) the students
who abandon study before reaching the terminal points (i.e. drop-outs) and (b)
the students who repeat the same studies as in the previous year (i.e. repeaters).
Therefore, in assessing an educational system, special attention should be given
to these factors and actions should be taken to diagnose the causes of the prob-
lem and try to solve them. .

An important question needs to be answered at this stage is “what are the economic
and other consequences of repetition and drop-outs"? To the student himself,
it involves an additional year(s) income foregone, and extra studying expenses,

all of which could have been avoided. Further, in societies where educational



CHAPTER FOUR : THE PROPOSED BUDGETARY SYSTEM

117 -

resources are limited and consequently the places in schools are also correspond-
ingly few, the repeating student may well be depriving another more-meritorious
pupil of a place in the educational system. Furthermore, the effective working
life of the student is reduced to the extent that he stays in same class over again
and this implies a wastage of manpower resources or higher education students
and a correspondingly lower return from the investments in education to society.
For drop-out students, this could lead to the increase in the rate of unemployment
especially in the clerical working sectors. Finally, apart from these adverse
economic consequences, repetition and drop-outs lead to undesirable psychologi-

cal effects on the student.

For all the above mentioned reasons, it is important to conduct a complete review
of methods used in checking a student’s progress needs (and one of them of course
is to measure the cost per student and graduate) to be undertaken in Bahrain
as a attempt to discover ways and means to lower repetition and drop-out rates
.if the performance indicators show that the rate is high as compared with the

previous years and other countries.

EXHIBIT 4.3 : SUMMARY OF OUTPUT INDICATORS

No. Indicator name Method of calculation
1 Average cost per graduate Average cost X  Average study
in the Government schools per student period in

Government schools

2 Average cost per graduate | a) Average cost X  Average study
by level of education per student period in primary
in primary level level

b) Average cost X  Average study

per student in period in
intermediate intermediate
level level

c) Average cost X  Average study
per student in period in
secondary level secondary level
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4.6 PROGRAM STRUCTURING

Program structuring is one of the most important ingredients of the proposed
budgeting system. At this stage, MOE should transform its existing cost structure
(input-oriented) into output-oriented information structure. Itis a way of organisation
the budget and expenditure data to show how much is spent or should be spent
for MOE's various activities and purposes, irrespective of its existing organisational
structure (although the reader of this research might notice that there is, in certain
areas, some relationship between the proposed budgeting system and the organi-
sation structure of MOE), this was mainly to simplify the implementation of the

proposed system.

Exhibit 4.4 sh.ows the proposed budget structure for MOE. The structure divided
MOE budget into programs, sub-programs, and elements. Indeed, this can be
further divided into sub-elements, components and sub-components depending
on the Ministry’s desire and cost-benefit analysis of this detailed classification.

The following paragraphs describe the proposed structure.

EXHIBIT 4.4 : THE PROPOSED BUDGET STRUCTURE FOR MOE

BUDGET CLASSIFICATION CODE

PROG | SUB-PROG | ELEMENT PROGRAM DESCRIPTION
01 X SCHOOLS EDUCATION

01 01 XX PRIMARY EDUCATION LEVEL
01 01 01 xxx  MANPOWER EXPENDITURE

01 01 02 xxx  SERVICES EXPENDITURE

01 01 03 xxx  CONSUMABLES EXPENDITURE
01 01 04 xxx  FIXED ASSETS EXPENDITURE
01 01 05 xxx  MAINTENANCE EXPENDITURE
01 01 06 xxx OTHERS

01 02 XX INTERMEDIATE EDUCATION LEVEL
01 02 01 xxx  MANPOWER EXPENDITURE

01 02 02 xxx  SERVICES EXPENDITURE

01 02 03 xxx  CONSUMABLES EXPENDITURE
01 02 04 xxx  FIXED ASSETS EXPENDITURE
01 02 05 xxx  MAINTENANCE EXPENDITURE
01 02 06 xxx OTHERS
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BUDGET CLASSIFICATION CODE

PROG SUB-PROG ELEMENT

PROGRAM DESCRIPTION

01 03

01 03 01
01 03 02
01 03 03
01 03 04
01 03 05
01 03 06
02

02 01

02 01 01
02 01 02
02 01 03
02 01 04
02 01 05
02 02

02 02 01
02 02 02
02 02 03
02 02 04
02 02 05
02 03

02 03 01
02 03 02
02 03 03
02 03 04
02 03 05
03

03 01

03 02

03 03

03 04

04
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SECONDARY EDUCATION LEVEL
MANPOWER EXPENDITURE
SERVICES EXPENDITURE
CONSUMABLES EXPENDITURE
FIXED ASSETS EXPENDITURE
MAINTENANCE EXPENDITURE
OTHERS

HIGHER EDUCATION
STUDENTS SCHOLARSHIP
B.SC

PGD

MBA

PH.D

OTHERS

ACADEMIC STAFF SCHOLARSHIP
B.SC

PGD

MBA

PH.D

OTHERS

ADMIN STAFF SCHOLARSHIP
B.SC

PGD

MBA

PH.D

OTHERS

ADULT AND CONTINUING EDUCATION
EMPLOYEE REMUNERATIONS
PURCHASE OF FIXED ASSETS
MAINTENANCE

OTHER

STUDENT ACTIVITIES AND SERVICES
SCOUTING

SPORT ACTIVITIES

SOCIAL AND CULTURAL ACTIVITIES
STUDENT SERVICES

OTHERS

CORPORATE SUPPORT
PUBLIC RELATIONS
FINANCIAL & ADMINISTRATIVE
PLANNING & PROGRAMMING
RESEARCH & DEVELOPMENT
PUBLIC LIBRARIES

OTHERS
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4.6.1 Schools Education Program

The first and the most important program is the Schools Education which includes
all the recurrent costs incurred to run all the government schools. This program
is divided into three sub-programs by the three levels of education (namely, primary
level, intermediate level, and secondary level). The total recurrent costs for each
level is aggregated and further sub-divided into elements that consist of the type
of expenditure. Under each sub-program we have six elements, namely, the
manpower expenditure, services expenditure, consumables expenditure, fixed

assets expenditure, maintenance expenditure and other expenditures.

The importance of this budget classification code is to facilitate the calculation
of the ratios recommended in the previous section of this chapter for the meas-
urement of the educational system efficiency. The benefits of these indicators
for budgeting, planning, and policy making are already discussed in the previous

section.

4.6.2 Higher Education Program

The second proposed program is the higher education. This program is divided
into three sub-programs by type of persons sent on scholarship for further education.
The three types are the students, academic staff and administrative staff. This
sub-division is useful for comparison purposes within each type or among the three
types. For example, the scholarship cost per student can be calculated for several
years and trends are examined. Also, this cost can be compared with the

scholarship costs in the other two sub-programmes.
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The sub-programmes are further divided into six elements by the type of education
i.e. B.SC, PGD, MBA, PH.D and others. A comparison of the scholarship costs
per student in each type of education with those in the other two programmes
can provide a good data for policy makers. For example, generally, the scholarship
costs per student studying B.SC should be similar to the costs of an academic
staff studying B.SC. However, significant variations should be investigated and
acceptable reasons should be obtained. Variations could occur because of the
differences in the educational cost provisions due to university and country dif-
ferences. For example, a student sent on a scholarship to study in U.S.A. will
cost the Ministry more than another student who is sent for the same purpose
but to a university in Egypt. Other factors that affect the unit cost could be the
type of specialisation (for example, in University of Bahrain the registration fees
of engineering and science students are higher than the business and management

students) and number of hours registered for.

4.6.3 Aduit and Continuing Education

The adult and continuing education program is intended to provide the education
opportunity for the people who passed the school age and the students who were
unable to continue their full time education. This program is divided into four sub-
programs by the type of expenditure. These sub-programs are, the employee
remuneration, purchase of fixed assets, maintenance and other expenditure. The
financially most significant sub-program is the employee remuneration which
consists of the salaries paid to the teachers in the program, remuneration to the
administrative supervisors, drivers, overtime expenses and other general ex-

penses.

This program could provide us with the necessary data regarding the cost per

student in the program which can be extracted by dividing the total program costs
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by the number of students. This can further be compared with the cost per student
in the full-time government schools. Generally, the cost per student in the adult
& continuing education program should be lower than that in the Government
schools because of the relatively low salaries paid to the part-time teachers in

this program.

4.6.4 Student Activities and Services

The fourth recommended program is the student activities and services. This
program is intended to provide the opportunity and help for every student to develop
his/her physical and mental capabilities and skills and to prepare them for a co-
operative life through the social activities. This program is divided into five sub-
programs by the type of activity. Activity in the context of this program means
any student work done outside the formal educational curriculum but under the
.supervision of MOE such as scouting, sport activities, social and cultural actiyities,'

student services and other activities.

A comparison of the total expenditures on each type of these activities over a
period of time can give us an indication on the MOE policy toward these activities,
and whether this policy is participating the achievement of the Ministry’s goals
and objectives. For example, we should see that the proportion of the expenditure
in each of these activities should comply with the priorities that MOE with regard
to these activities. In other words, if the policy makers in MOE believe that the
cultural and social activities should be given priority over other activities, then we
should expect that the expenditure on this sub-program is relatively higher than

others.
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4.6.5 Corporate Support

All other costs that are not assigned to a particular program are accumulated under
this program. However, it is important to note that the above mentioned programs
are the only and all programs that are relevant to MOE and to the educational
system, rather this was only an initial step just to provide the framework of
developing a program structure for MOE. Therefore, some of the above mentioned
programmes could be deleted and others are added depending on the needs of

the policy makers and planners in MOE.
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Chapter Five

APPLICATION OF THE PROPOSED SYSTEM

5.1 INTRODUCTION

e L LY

Although there are five different programs in the proposed budgeting system
outlined in Chapter Four, the application of the proposed system will be limited
only to the most important program, namely, the “Schools Education” program

because of the following reasons:

a. The largest share of MOE recurrent expenditure is devoted to the Schools
Education program. For instance, in the years 1988, 1989 and 1990
the Schools Education Costs as a percentage of the MOE total recurrent

expenditure was 83.5%, 75%, and 84% respectively.

b. The necessary data needed to calculate the total expenditure and
performance evaluation of the other proposed programs are either not
available or difficult to obtain. However, MOE will be able to apply the
proposed programs since the expenditure data will be directly posted from
the payment vouchers, after they are processed by MOFNE, to the relevant
program budget classification code. For example, when MOFNE passes
a payment voucher related to the scholarship expenses of a teacher in
MOE who is on a scholarship to study MBA in University of Bahrain, then,
the Finance Section at MOE will charge this expenditure to the budget
code number 020203 (i.e Program : High Education; Sub-ProgramiAcadimic
staff scholarship; and Element : MBA studies) under the proposed budget

system.
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5.2 THE BASIS FOR THE CALCULATION OF THE SCHOOLS
EDUCATION COSTS

Exhibit 5.1 shows the MOE actual recurrent expenditure by Directorate and Chapter
for the years 1988, 1989 and 1990. The expenditure data have been extracted
from MOFNE year-end reports sent to MOE. However, to calculate the costs
incurred by MOE which are directly related to the schools (i.e. Schools Education
Costs), it was necessary to go through the expenses incurred by the various
directorates in MOE and analyse them; in some cases allocation basis was also
used. The result of these analyses and reallocation are summarised in the Exhibit
5.2 which shows the “Schools Education Program” recurrent expenditure costs
for years 1988 to 1990. The following paragraphs state the basis for the calculation

and allocation of the schools education costs by type of expenditure (i.e. Chapters):

5.2.1 Manpower expenditure

The total manpower expenditure for the primary education level includes the
expenditures incurred by both the Primary Education Directorate and the Vocational
Education. The expenditures incurred by the latter have been added because
they are related to the “class room teacher program” implemented in the primary

schools.

The total manpower expenditure for Intermediate and Secondary education levels
were calculated by referring to the relevant code of accounts in the General Ledger
of MOFNE. That is, the intermediate education level expenditure are charged
under account code number 214302 (i.e Intermediate Education) and the Sec-
ondary Education level expenditure are charged under the accounts code numbers
214303, 214304, and 214306 (i.e General Secondary schools, Commercial schools,

and Technical schools respectively).
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The above calculation bases has been applied to all other expenditure
types related to the three Directorates mentioned above (i.e. Primary Education,
Intermediate and Secondary Education, and Vocational Education). Therefore,
in the remainder of this section we will discuss only the calculation and allocation
basis of the expenditures incurred by other Directorates in MOE which are directly
related to the Schools (note that this was one of the major weaknesses in the

current budget system discussed in Chapter Three).

5.2.2 Services Expenditure

Services expenditure incurred by other Directorates which are directly related to
the schools education included the telephone installation and usage charges;
electricity, water and Municipality; desalted and asterian water: school buses and
vehicles rents; and printing of school books. These costs were charged under
the budget codes of the General Services Directorate and the Curriculum Direc-
torate.

The total services expenditure directly related to the schools education are
allocated to the educational levels according to the number of students in each

level.

5.23 Consumables Expenditure

Consumables expenditure incurred by other Directorates which are directly
related to the schools education included the utensils and misc. light
equipments, purchase of books for students, purchase of books for the school
libraries, purchase of maps and posters, purchase of stationery, and consumable
items for the new schools. These costs were charged under the budget codes

of the Curriculum Directorate and the Educational Aids Directorate.
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Except for the stationery and other consumable items for the new schools, all other
consumable expenditure are allocated to the three education levels according to
the number of students (utensils and misc. light equipment cost is allocated only
to the intermediate and secondary education levels). Stationery costs, which are
mainly used by the teachers, are allocated according to the number of teachers
in each education level. Finally, the cost of the consumable items for the new
schools are allocated according to the number of new schools opened during the

year for each level of education.

5.2.4 Fixed Assets Expenditure

The cost of purchasing fixed assets for the schools which are charged under other
Directorates budget codes included machinery and instruments, T.V. equipments,
broadcasting equipments and furniture for the new schools. These costs were
charged under the budget codes of the Curriculum Directorate, Educational Aids

Directorate, and the Planning and Programming Directorate.

All the above mentioned expenditure, except for the furniture for the new schools,
are allocated to the Secondary education level because these assets are mainly
used in secondary schools (indeed, they were not very significant, the largest
amount was in 1990 - BD 53,000 approximately). The cost of purchasing furniture
to the new schools is allocated according to the number of schools opened during

the year in each level.

5.2.6 Maintenance Expenditure

The school building maintenance costs are charged to the projects costs, and

therefore, not covered in this research. However, there are other school main-
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tenance costs that are charged to the budget code of General Services Directorate.
These include the air conditioning and heating equipment maintenance costs. and
the machinery and instruments maintenance costs. The former costs are all
allocated to the Secondary Schools, and the latter costs are allocated according

to the number of classes in each level of education.
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5.3. MEASUREMENT OF EFFECTIVENESS

The proposed “Schools Education” program will facilitate the computation of ef-
fectiveness measures for MOE schools according to the level of Education (i.e.
primary, Intermediate, and Secondary) and type of expenditure (i.e. manpower,

services, consumables, fixed assets, and maintenance).

The figures extracted form the “basis for the calculation of the schools education
costs” mentioned in section 5.2 above will be used to compute educational
system indicators presented in section 5.4 to 5.6.

These indicatiors are computed for a period of three years (1988 to 1990). Dispite
the fact that this period is relatively insufficient for reaching a reasonable conclusion
regarding the trends in those ratios, the computed ratios are intened to illustrate
how the proposed system would produce data that can be used to evaluate the
effectiveness of the MOE educational budgetary process. Furthermore emphasise
‘willbe put on the process ratios because of their special importance in the proposed-

system.
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5.4. INPUT INDICATORS

Summary of the input indicators data and ratios calculated for the government
educational system is shown in Exhibit 5.3. The following comments are related

to those computed ratios:

5.4.1 Percentage of educational expenditure to GNP

As indicated in the previous chapter, this ratio is designed to measure the
financial commitment and emphasis made by the government on the public

education system.

From the year 1988 to the year 1990 the total recurrent expenditure of MOE
increased by 15% which was lower than the percentage increase in GNP (i.e.
22%) for the same period. Accordingly, the percentage ratio of the educational

expenditure to GNP has fallen from 4.81% in 1988 to 4.53% in 1990.

This shows that the Government commitment to educational expenses was not
as strong in 1990 as it was in 1989 and 1988.

5.4.2 Percentage of Educational Expenditure to Government Expenditure
As indicated in the previous chapter, this ratio is designed to measure the variation
of the government efforts toward the educational activities expenditure as opposed

to other government establishment expenditures.

Total recurrent expenditure of MOE showed an upward trend and it has increased

by almost 10% in 1989 and almost 5% in 1990. However, the total government
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expenditure showed a sharp decrease in 1989 (30%) and a reasonable increase
in 1990 (8%). Those fluctuation contributed to the fluctuation in the ratio of

educational expenditure to the government expenditure.

5.4.3 Percentage of Educational Expenditure to Social Sector Expenditure

As indicated in the previous chapter, this ratio is designed to measure the variation
of the government efforts toward the educational activities expenditure as opposed

to the expenditure on other social sector activities like health and social affairs.

The decrease in the government expenditure on the Social Sector in 1989 by ap-
proximately 24% was a result of the decrease in the total government expenditure
in that year. However, the rate of expenditure on this sector has increased in
1990 by approximately 5%, which was also as a consequence to the increase

in the government total expenditure in that year.

Although the Social sector expenditure fluctuated, the government relative
expenditure on the educational system increased. This shows the emphasis that

the government devotes to the education sector.

5.4.4 Education Expenditure Per Capita

The per capita education expenditure has increased in 1989 by approximately 6%
and in 1990 by approximately 2%. On the other hand, the percentage increase
in the projected population was about 3% in both years. Therefore, the increase
in the education BD expenditure per capital from BD 111 in 1988 to BD 120 in
1990 (i.e. by approximately 8%) is mainly due to the fact that the percentage
increase in educational expenditure was more than the percentage increase in

the projected number of population for the same period.
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5.4.5 Conclusion

It is important to take into consideration the relationship between all the above
mentioned input indicators in assessing the adequacy of the financial effort of the
government on the development and improvement of the educational programs
of Bahrain. Accordingly, although the first indicator showed a decrease in the
ratio of educational expenditure to GNP, however, the other three indicators showed
that, in general terms, the government has committed resources to improve the
level of expenditure on education to match with the continuing improvements in

the educational programs and curricula.
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5.5. PROCESS INDICATORS

Summary of the process indicators data and ratios calculated for the government
educational system is shown in Exhibit 5.4. The following are some comments

on these data and ratios:

5.5.1 Distribution of Schools Education Costs by Type of Expenditure

As indicated in the previous chapter, these ratios are designed to show the emphasis

that MOE is giving to each type of expenditure.

During the period from 1988 to 1990, MOE manpower expenditure represented
about 87% of the total schools education costs. The manpower expenditure amount
increased by approximately 6% per year. Because of its significant nature, this
expenditure needs to be managed effectively in a manner that leads to a better

-utilisation of the academic staff.

5.5.2 Distribution of Schools Education Costs by Level of Education

As indicated in the previous chapter, these ratios are designed to measure the

distribution of the expenditure as incurred by each level of education.

Exhibit 5.4 shows that the largest portion of the schools education costs are
incurred by the primary schools. This observation appears to be normal since
more than 40% of the government schools students are in the primary level and
more than 54% of the government schools teachers are teaching in the primary

schools.

On the other hand, there is an abnormal trend in the distribution of the schools



EXHIBIT 5.4 : MOE PROCESS INDICATORS DATA AND RATIOS
FOR THE YEARS 1988 TO 1990

DESCRIPTION

' PROCESS INDICATIORS DATA

'* SCHOOLS EDUCATION COSTS (BD’000)

- * SCHOOLS MANPOWER EXPENDITURE (BD’000)
SCHOOLS OTHER EXPENDITURE (BD’000)

* EXPENDITURE ON PRIMARY EDUC. LEVEL (BD’000)
* EXPENDITURE ON INTERMEDIATE EDUC. LEVEL (BD’000)

* EXPENDITURE ON SECONDARY EDUC. LEVEL (BD’000)

* TOTAL NUMBER OF STUDENTS IN GOVERNMENT SCHOOLS
* TOTAL NUMBER OF STUDENTS IN PRIMARY LEVEL

* TOTAL NUMBER OF STUDENTS IN INTERMEDIATE LEVEL

* TOTAL NUMBER OF STUDENTS IN SECONDARY LEVEL

* TOTAL NUMBER OF TEACHERS IN GOVERNMENT SCHOOLS
* TOTAL NUMBER OF TEACHERS IN PRIMARY LEVEL

* TOTAL NUMBER OF TEACHERS IN INTERMEDIATE LEVEL

* TOTAL NUMBER OF TEACHERS IN SECONDARY LEVEL

PROCESS INDICATORS RATIOS
1. DISTRIBUTION OF SCHOOLS EDUCATION COSTS BY TYPE (%)
a. MANPOWER EXPENDITURE
b. OTHER EXPENDITURES

2. DISTRIBUTION OF SCHOOLS EDUCATION COSTS BY LEVEL OF EDUC.(%
a. PRIMARY LEVEL
b. INTERMEDIATE LEVEL
c. SECONDARY LEVEL

3. AVERAGE COST PER STUDENT IN GOVERNMENT SCHOOLS (BD)

4. AVERAGE COST PER STUDENT BY LEVEL OF EDUCATION (BD)
a. PRIMARY LEVEL
b. INTERMEDIATE LEVEL
c. SECONDARY LEVEL

5. TEACHER UTILISATION RATIO IN GOVERNMENT SCHOOLS (EACH)
(i.e STUEDENT-TEACHER RATIO )

6. TEACHER UTILISATION RATIO BY LEVEL OF EDUCATION (EACH)
a. PRIMARY LEVEL ’
b. INTERMEDIATE LEVEL
c. SECONDARY LEVEL
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direct cost between the Intermediate and Secondary level of education. The
indicator shows that the schools direct costs distributed to these two levels is aimost
equal, whereas it was more reasonable to see a higher expenditure percentage

in the secondary education because of the following reasons:

a - The total number of teachers in the secondary level was twice as large
the number of teachers in the intermediate level in 1988, 75% in 1989,

and 59% in 1990.

b - Generally, the average salary paid to a secondary school teacher is higher

than that is paid to as intermediate school teacher.

5.5.3 Students Average Cost Indicators

As indicated in the previous chapter, these ratios are considered as the most
important indicators that are used to measure the internal efficiency of the

educational system in economic or financial term.

The average cost per student in the government schools has increased in 1989
by BD 22 (4.5%) and in 1990 by BD 15 (3%).The increase in the primary education
level expenditure was 6% in 1989 and 5% in 1990.

The increase in the Intermediat education level expenditure was 6% in 1989 and
almost the same in 1990.

On the other hand, the average cost per student in the secondary level was almost

the same during the period 1988 - 1990.

Several factors contributed to the increase in the average cost per student in the

primary level. Such increase was due in part to :



CHAPTER FIVE : APPLICATION OF THE PROPOSED SYSTEM

- 135 -

a - The percentage increase in the number of students was less than the

percentage increase in the level of expenditure.

b- Increase inthe level of other expenditures, specially maintenance expenditure

(in 1990 the increase was almost 50%).

5.5.4 Teacher Utilisation Ratio

As indicated in the previous chapter, this ratio is used to measure the extent to
which each educational level is utilising one of the most important resources in

the educational system (i.e. the teacher).

Generally, there was no significant changes in the teacher utilisation ratios during
the years 1988 to 1990. However the ratio in the Intermediate education level
decreased by 15%.

Therefore factors such as the number of students per classroom, the number of
hours in-class teaching per week and average weekly teaching load to the teacher
should be reconsidered by MOE educational policy makers to improve the situation

and enhance a more efficient use of the available educational resources.
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5.6 QUTPUT INDICATORS

Summary of the output indicators data and ratios calculated for the government
educational system is shown in Exhibit 5.5. The following are some comments

on these data and ratios:

As indicated in the previous chapter, the cost per graduate data is used to appraise
the efficiency of the educational system and to provide the policy makers with
the necessary data for future planning and budgeting. The average cost per
graduate in the secondary level is higher than the other two levels mainly because
of the higher cost per student in this level during the period 1988 to 1990. On
average, the cost per student for the period under research was BD 378, BD 597
and BD 794 in the primary, intermediate and secondary levels of education

respectively.

On the other hand, aithough the average cost per student in the primary level
(only BD 378) is much lower than the intermediate level (BD 597), however, the
cost per graduate in the former level is higher than the latter by about 22% (BD
440 per student). This was mainly due to the fact that the average period of time
taken by the primary level students to graduate is almost twice the period taken

by the intermediate level students.
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Chapter Six

SUMMARY AND CONCLUSION

6.1 SUMMARY :

Natural resources are scarce and the need for these resources is growing. As
aresult, there is a need to utilise these resources in an efficient manner to achieve
the government's social and economic goals and objectives. One of the most
important resource management tools in the government is the budgetary process.
However, the traditional budgetary system currently implemented in the government
satisfies two objectives only; control and accountability. Therefore, there is a need
to modify the current budgetary system to meet, in addition to control and

accountability, other objectives such as efficiency and effectiveness.

In this paper the current traditional budgetary system, as applied by MOE, was
evaluated. Further, an alternative budgetary system was discussed and evaluated,
namely, PB. Finally, a proposed system was introduced and performance indicators
were developed and applied to MOE expenditure for the years 1988, 1989, and

1990. The following paragraphs will summarise the topics discussed in this paper.

PB is defined as a management decision making system that ties together strategic
and long-range planning with conventional budgeting and supporting analysis so
that an organisation effectively assigns resources to achieve both its short and
long-range objectives. PB is a budgetary system that focuses on the purposes
of government activity, and the efficiency and effectiveness of that activity, rather
than on the level of expenditure on certain items or inputs. It provides a budgetary
framework for systematically reviewing the achievement of programs against their

objectives as part of the funding process, and for attaining accountability of de-
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partmental management for the ultimate result of the expenditure of the government

unit.

A PB framework requires the fusion of strategic and long-range planning with
budgeting process through the use of various structural, analytical and informational
elements. A generalised PB system does not exist. Therefore, in applying PB
to an organisation, managers must tailor it to the organisation’s particular context
and needs. However, there are several key processes and elements that are

common to most PB systems.

The key processes of the PB are divided into three phases. First, the planning
phase, which deals with the development of missions, goals, objectives and with
the strategies and general resource allocations for achieving them over a long-
range time frame expressed in a basic program structure. Strategic and long-
range planning, developing of a program structure, developing of performance
indicators and multiyear program forecasts are the main elements of this phase.
Second, the programming phase, which deals with the more detailed application
of resources (manpower, materials, facilities, and equipments) and schedules to
plans and programs. Finally, the budgeting phase, where the final allocation of
resources and more detailed reviews are made in a traditional line-item format

to accomplish and control the approved programs for the first year of the plan.

The PB system includes key structural, analytical and informational elements in
the process leading to a budget. The most important elements include, first; the
issues analysis which is the continual conducting of key studies that are necessary
to provide an analytical foundation for decisions made in a PB system. Second,
the cross-walk reconciliation that is intended to connect the proposed program
structure with an existing budget structure. By the use of a cross-walk, the
information from the existing data base can first be allocated and programmed

into the strategic program groupings more appropriate to policy making, and later
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regrouped for implementation and control. Third, the charge analysis that is
characterised as the lifeblood of PB because the handling of charge keeps a PB
system alive and lively. Therefore, provisions should be established in the annual
planning and budgeting process for necessary revisions that should include at least
a definite review period in the planning phase and flexible procedures and time
allowances through the budgeting phase. Fourth, an annual PB cycle (called
annual calendar) must be established, with regular intervals for the planning,
programming and budgeting phases. This is to allow sufficient time for analysis
and decision making at levels of management. Fifth, emphasis on systematic
analysis which is one of the outstanding features of PB. Systematic analyses
must be performed to clarify the conceptual framework in which decisions are made,
to define possible alternative objectives, and to explore the cost and effectiveness
of alternative causes of action. Finally, the existence of an information system
from which the PB system should derive its information. Therefore, the existing
data base and accounting systems should provide information to the planning,

programming, and budgeting phases in the PB structure hierarchy.

The advantages of PB includes First, it facilitates the identification of the need
for co-ordinating mechanisms between various government activities. Second,
it facilitates the measurement of the activities effectiveness. Third, PB can organize
and improve data for decision making. Fourth, PB contributes to the
improvement in the quality of budgetary decisions in the government. Finally,

it encourages long-range planning.

On the other hand, there are disadvantages to PB. These include: First, practice
shows that although many people know what PB should be like in general, but
no one knows what it should be in any particular case (Wildvasky - 1970). Second,
for the immediate future, PB is much less useful for comparisons among programs.
Third, the difficulty to measure the output of some activities, for example, the service

output in the government. Finally, in some cases, it is difficult to relate activities
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to outputs, for example, revenue administration and research and development.
Therefore, PB does not measure output as a true end product, i.e, it can not be

related to specific output.

Besides the disadvantages as mentioned above, there are other factors that
contributed to the failure of PB in the countries that implemented it. Those factors
include the resistance of people for change, complexity of the program structures,
absence of trained employees, policy trade-offs, and the difficulty of performance

measurement.

There is a centralised control by MOFNE on the preparation and implementation
of the State budget. This budget is standardly classified and it is divided into eight
chapters according to the type of expenditure. This includes the manpower,
services, consumables, fixed assets, maintenance, transfers, grants subsidies and

repayment of loans interest, and the projects expenditure.

The government budget is put together incrementally and presented in traditional
line item fashion. The purpose for this type of budgetary approach is to exercise
control over the government fund and hold the concerned government unit

accountable.

The disadvantages of the traditional budgetary approach include: First, short period
of control over government expenditure. Second, the absence of the unit costs
that could be used to evaluate performance. Third, weak priority mechanism.
Fourth, the current budget classification code does not facilitate the calculation
of the costs directly related to the education process and hence, performance

evaluation.

On the other hand, the advantages of the traditional budgetary approach include:

First, it closely parallels the lines of responsibility in the Ministries. Second, it makes



CHAPTER FIVE : APPLICATION OF THE PROPOSED SYSTEM

- 141 -

the budget calculation easy because it is not comprehensive. Third, choices that
might cause conflict are fragmented. Fourth, it does not demand analysis of policy,
neither, does it inhibit it. Finally, short-term budgeting aids economic adjustment

through government monetary policy.

The ability of a budgetary form to score high on one criterion may increase the
likelihood of its scoring low on another. Accordingly, there may well be no ideal
mode of budgeting. If so, this is the question “Do we choose a budgetary process
that does good on one criterion but terribly on others?” Or do we opt for a process
that satisfies most of our demands from a budgetary process even though it does
not score brilliantly on all of them? This is then what we hope that the proposed

budgetary form will achieve.

The framework of the proposed budgetary system consists of five steps, namely,
developing a mission, setting goals and objectives, crafting a strategy, developing
performance measures, and building a program structure. Among those five steps,

performance measurement received special attention.

The performance measurements have been divided into three categories. First,
the input ratios which include the percentage of educational expenditure to GNP,
percentage of educational expenditure to government expenditure, percentage of
educational expenditure to social sector expenditure, and the education expenditure
per capita. Second, the process indicators which include the distribution of schools
education costs by type of expenditure, distribution of schools education costs
by level of education, average costper student by level of education, and the teacher
utilisation ratios by level of education. Finally, the output ratios which include the

average cost per graduate in the government schools by level of education.

The above mentioned ratios are computed for a period of three years (1988-1990).
Despite the fact that this period is relatively insufficient for reaching a reasonable

conclusion regarding the trends in these ratios, the computed ratios are intended
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to illustrate how the proposed system would produce data that can be used to

evaluate the effectiveness of the MOE educational budget.
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6.2 CONCLUSION

The main purpose of this paper was to review the traditional budgeting as
applied by MOE, and PB as applied in some other countries to come out
with proposed budgetary reform for the MOE. A proposal that is intended to lead
to a better utilisation of the scarce resources available to this Ministry in achieving
its educational goals and objectives.

The main features of the proposed system is that it is a mixture of traditional
budgeting and PB. Furthermore, the proposed system is designed in a manner
that provides information necessary to facilitate the computation of effectiveness

measures for the MOE.

The following major conclusions arising from this paper may be useful to different
categories of analysts and specialists working in the field of educational planning,

programming and budgeting:

1. The idea of “program structuring” discussed in the proposed system will
strengthen the priority mechanism system as applied in MOE. In other
words, the proposed system enables MOE policy makers to ank the various
educational programs and activities according to their importance. This
priority mechanism will facilitate a smoother linkage between planning,
budget preparation, and budget execution and control. Furthermore, it

facilitates a better use of the available scarce educational resources.

2. The proposed system introduced a number of performance indicators.
Those indicators are widely known and can be used to measure the

effectiveness of the educational system in the State of Bahrain.

3. The proposed system facilitates the use of cost and unit pricing analysis

(e.g. cost per student and cost per graduate) to evaluate performance.
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These data are considered as important data components that should
be incorporated in the budgetary decision making process and the edu-

cational planning process.

4. The proposed system encourages other Ministries and Governmental Di-
rectorates, specially those under the Social Sector, to conduct a budgetary

reform.

5. The process indicators developed by the proposed system are considered

as a good tool for efficiency measurement of the educational activities.

Finally, itis important to emphasise that the list of performance indicators discussed
in this paper is not the only first available educational effectiveness measurement.
Accordingly, more research and developmentshould be undertaken by the concerned
parties in the educational system to further analyse these sets of indicators and
to provide evidence to justify the adding to or deleting from the components in

each set (i.e. input, process, and output).
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APPENDIX 1

LAW NO. 1 FOR THE YEAR 1975 WITH RESPECT TO DETERMINING THE
FINANCIAL YEAR AND THE RULES FOR THE PREPARATION OF THE STATE
BUDGET AND THE CONTROL OF THE IMPLEMENTATION THEREOF AND THE
FINAL ACCOUNT.

We, Isa bin Salman Al Khalifa, Amir of the State of Bahrain, after referring to Articles
90, 91, 92, 93, 94, 95 and 96 of the Constitution, and after this Law has been
approved by the National Assembly, hereby give our approval and assent to the

provisions thereof:

PART ONE
GENERAL PROVISIONS

Article 1

The State Budget shall include all estimated revenues and expenditures of the

State ministries and directorates during the specific financial year.

Article 2

The State Budget shall comprise the main budget, supplementary budgets and
the additional budgets. The supplementary and additional budgets shall be issued
by special laws and they shall be subject to the provisions of this Law.
Article 3

The financial year of the State Budget consists of twelve months starting from

the first day of January and ending on the thirty-first day of December of each

year.



Article 4

The Minister of Finance and National Economy shall determine the formula of
ministries and Government directorates budgets. He shall determine the formula
of budgets for certain Government departments undertaking particular activities
without being independent entities. A law shall be issued determining these
departments and their respective budgets will be appended to those of ministries
and Government directorates.

Modern methods in preparing the State Budget and requirements of economic
and social development plans shall be noted in determining the formula, parts and

contents of the State Budget.

PART TW

CHAPTER ONE: PREPARATION OF THE BUDGET

SECTION ONE: ESTIMATES OF REVENUES
Article 5

Ministries and Government directorates shall prepare the initial revenue
estimates in a ccordance with instructions to be issued by the Minister of
Finance and National Economy, and the Ministry of Finance and National Economy
shall be advised of these estimates within a period of time to be determined by
the latter. Should a Government department fail to meet this deadline, the Ministry
of Finance and National Economy shall estimate these revenues on the basis of
the budget for the current year taking into consideration the factors or circumstances

that may have effects on the said estimate.
Article 6

The Ministry of Finance and National Economy shall check the initial revenue
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estimates mentioned in the previous article and it shall prepare the final revenue

estimates.

Article 7

The estimates shall include the total gross revenues divided into its various

categories and collection expenses shall be included in the expenditure estimates.

Article 8

A certain percentage, to be determined in the main budget each year, may be
deducted from the total of the revenue estimates and added to the Reserve Fund.

Net revenues earned from investment shall also be added to the Reserve Fund.

Article 9

The Budget Law may not include any stipulation that may imply the introduction
of a new tax or an increase in an existing tax or an amendment to an existing
law or resulting in a failure to issue a law required to be issued under the provisions

of the Constitution.

SECTION TWO: ESTIMATE OF EXPENDITURE

Article 10

Ministries and Government directorates shall prepare estimates for their expen-
ditures which should be accompanied by the necessary documents, statistics and
explanatory notes verifying each of the required allocations in the budget. These
estimates shall be presented to the Ministry of Finance and National Economy
within a period of time to be determined by this Ministry and they shall indicate

expenditures divided into its various categories, in accordance with instructions
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to be issued by the Minister of Finance and National Economy.
Article 11

Should a ministry discover when preparing the proposed budget expenditure that
certain works pertaining to another ministry have been included, the former ministry
shall advise the latter accordingly in sufficient time for the ministry concerned to

include the appropriate financial allocations in the proposed budget.
Article 12

Should aministry or Governmentdirectorate fail to submit the estimate of expenditure
within the set period of time, the Ministry of Finance and National Economy shall,
after notifying the ministry concerned, undertake the estimation of expenditures
on the basis of this ministry’s budget for the current year taking into consideration
the amendments introduced during the year and other circumstances pertaining

to the said ministry or directorate.

Article 13

The Ministry of Finance and National Economy shall discuss with each ministry
or directorate, its expenditure estimates. As for allocations for wages, they shall
be first sent to the Personnel Affairs Department for an in-depth discussion thereof

with the ministries concerned.
Should a dispute arise between the Personnel Affairs Department and any ministry,
it shall be referred to the Minister of Finance and National Economy for his arbitration

after consultation with the minister concerned.

When expenditures for all ministries have been approved by the Finance Directorate
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at the Ministry of Finance and National Economy, it shall prepare, in accordance
with the afore-mentioned provisions, the proposed main budget comprising the
approved revenues and expenditures for submission to the Minister of Finance

and National Economy.

HAPTER TWO: APPROVING THE STATE BUDGET AND | ING
A LAW IN RESPECT THERETO

Article 14

The Minister of Finance and National Economy shall prepare the draft budget
and he shall also prepare a statement in respect of the financial and economic
position of the State and arrangements made for the implementation of current
budget allocations and the effect that this might have on the draft of the new

budget.

Article 15

The Minister of Finance and National Economy shall submit the draft budget ac-
companied by the statement mentioned in the previous article to the Council of
Ministers for approval thereof and it should be approved within a period of time
that allows it to be referred to the National Assembly at least two months before

the end of the financial year.
Article 16
The discussion of the Budget at the National Assembly shall be on a section by

section basis, and no part of the State revenues may be allocated for any kind

of expenditure except by law.



Article 17
The State Budget shall be issued by law.
Article 18

Ifthe Law concerning the Budget was notissued before the beginning of the financial
year, the previous budget shall continue to be in force until the Law is issued and
collection of revenues and disposal of expenditure shall be effected in accordance

with laws applicable at the end of the said year.

If certain sections of the Budget were approved by the National Assembly, they
| shall be enacted. The Ministry of_Finance and National Economy shall issue
instructions to the various ministries in respect of what sections of the previous
Budget may continue to be in force in accordance with the previous paragraphs
and the parts of the new Budget approved by the National Assembly which are

to be enacted.

Article 19

The Minister of Finance and National Economy shall serve notice of the Budget

Law after it has been issued, to the departments concerned for implementation.

CHAPTER THREE: IMPLEMENTATION OF THE BUDGET AND THE CON-

TROL THEREOF
SECTION ONE: PROVISIONS CONCERNING THE IMPLEMENTATION OF
THE BUDGET

Article 20

The Minister of Finance and National Economy shall issue instructions concerning
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the implementation of the Budget to ensure that this implementation conforms with
the provisions of laws and reguiations in operation. These instructions shall be

advised to the departments concerned at the time of advising the Budget Law.

Article 21

Financial transactions between the various Government departments shall be
settled in accordance with the instructions issued by the Minister for Finance and

National Economy.

Article 22

Revenues collected by ministries and Government directorates shall be passed
to the Ministry of Finance and National Economy in accordance with the instructions

issued by the Minister of Finance and National Economy.

Article 23

The existence of an allocation in the Budget may not serve as a waiver for any
of the provisions of the laws, regulations and orders which have come into operation
with respect to utilising the said allocation or the implementation of the instructions

attached to the Budget Law or its tables.
Article 24
Any expenditure not included in the Budget or in excess of the estimates appearing

therein must be effected by law. This provision also applies to the transfer of

funds from one category of the Budget to another.



Article 25

The number of posts appearing in the State Budget or the salary scale attached
thereto may not be amended except by law. Also, no employee shall be recruited

on account of a surplus in the allocation for salaries and wages.

Article 26

No Government department may exceed a specific appropriation for any expen-
diture except to the extent of the presence of a corresponding surplus in the
appropriation of another expenditure in the same category. The Minister of
Finance and National Economy shall determine the terms and conditions for

effecting such transfer.

Article 27

No Government department may request additional allocations uniess there are

justifiable causes for such request.

The department which requests such additional allocations shall notify the Ministry
of Finance and National Economy of the reasons for such request. Should the
Ministry agree to appropriate the required allocation, the Minister of Finance and

National Economy shall submit the required draft law to the Council of Ministers.

Article 28

Ifthe nature of any expenditure so requires, certain allocations may be appropriated,
by virtue of a law, for more than one financial year. Subject to the provisions
of the aforesaid law, the allocations in respect of the above shall be appropriated

in the successive annual State Budgets.
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The expenditure mentioned in the foregoing article may be allowed a separate

extraordinary budget which shall be effective for more than one financial year.
Article 29

No Government department may exceed the allocation for any development project
for which appropriations are made by virtue of a law for a period of more than
one year unless the said department is able to establish the presence of a surplus
in the allocation of another project which is supplementary thereto. Consultations
with respect to this matter shall be made with the Ministry of Development and
Engineering Services in accordance with the instructions to be issued by the Minister

of Finance and National Economy, provided always that such excess shall not

result in raising the total costs of the project.
Article 30

No Government department may enter into any contract which may create a
financial obligation that exceeds one financial year to the following financial year,
unless the law provides for the appropriation of an allocation for this purpose for

more than one financial year.

However, employment contracts, lease agreements and other contracts with
respect to regular maintenance and supplies may be concluded for a period in
excess of one financial year, provided that the term of the contract shall not be
more than three years. Should the term of the contract be more than the afore-
mentioned period, the prior consent of the Minister of Finance and National

Economy should be obtained.
Article 31

Sums which have been actually collected or spent during any financial year shall
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be deemed as revenues or expenditure of the said year.

Payments due for any works which have actually been done or supplies which
have been delivered during the financial year shall be regarded as expenditure,
even if procedures for payment of such due payments have not been completed
before the end of the financial year for any reason whatsoever. Such payments
shall be settled in accordance with the terms and conditions to be determined

by the Minister of Finance and National Economy.
Article 32

If the handing over of any construction project is not effected according to schedule
during the financial year, payments due with respect to such works may be settled
after obtaining the prior consent of and subject to the terms and conditions to be
determined by the Minister of Finance and National Economy, within the limits

of the actual costs of the project in the budget of the financial year.
Article 33
Without prejudice to the provisions of Articles 31 and 32 any allocation which has

not been spent, or which has not been decided to be spent during the financial

year for which it has been appropriated shall become null and void.
SECTION TWO: ACCOUNTS AND ACCOUNTING CONTROL

Article 34

The Minister of Finance and National Economy shall issue an order stipulating
the format of records and documents required for financial transactions and the

terms and conditions to be complied with in respect of expenditure, collection and

such other accounting procedure. The said order shall govern the auditing and
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examination of Government accounts.
Article 35

The various Government departments shall maintain the records and documents

mentioned in the foregoing article.
Article 36

The Ministry of Finance and National Economy shall appoint heads of finance de-
partments in the various Government institutions. The said department heads
shall be affiliated to the Ministry of Finance and National Economy and shall report

thereto.
Article 37

Heads of finance departments in each ministry or directorate shall audit accounts
and examine documents and papers of revenue, expenditure and such other
accounts to ensure their authenticity and compliance with laws, regulations and
financial instructions. They shall also examine monthly and quarterly statements
of accounts as well as annual final accounts. They shall ensure that due revenues
are collected on time and such collections are added to the revenues. They shall
be required to investigate causes for delay of collection and shall examine payment

vouchers and sign them before any payment is made.
Article 38

All heads of finance departments in each ministry or directorate shall furnish any
officers undertaking any financial audit or examination with the information required
therefrom and shall allow them access to all records, documents and papers

required in the process of the said audit.
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Article 39

Each ministry or directorate shall present monthly statements of accounts on
revenues, expenditure and such other accounts to the Ministry of Finance and
National Economy in accordance with the classification governing the issue of the
State Budget and subject to the instructions issued by the Ministry of Finance and

National Economy and on the dates prescribed by the said Ministry.

These statements of accounts shall be signed by the head of the finance department

in the relevant ministry or directorate or whoever is deputed by him.

Article 40

The Minister of Finance and National Economy shall issue an order governing
work in Government stores. Such orders shall determine such provisions which
are pertinent to inventories, handling items and lay out of records and documents
which shall be maintained by various Government departments. The order shall
stipulate the details which shall be submitted by the said Government departments
to the Ministry of Finance and National Economy and the dates for submission
of such details. The Minister’s order shall outline rules and regulations for inspec-
tion of stores and shall appoint the officers required for conducting such inspection

and shall determine their powers.

CHAPTER FOUR: FINAL ACCOUNT

Article 41

The Minister of Finance and National Economy shall set forth the detailed rules
to be pursued in respect of the preparation of final accounts. He shall also determine

the dates for preparation of the said accounts.
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Article 42

Each ministry and directorate shall prepare its final account for the financial year
which ended to be submitted to the Ministry of Finance and National Economy
on the dates fixed for this purpose.

Such final account shall be signed by the head of the finance department or whoever

is deputed by him.

Article 43

The Minister of Finance and National Economy shall prepare the final account
on the financial affairs of the State and shall prepare a report on the said account
in a manner which may reflect the truth of the financial position in the financial
year which ended. The final account and the report shall be submitted to the

Council of Ministers.
Article 44

The final account on the financial affairs of the State for the year which ended
shall be submitted to the National Assembly within five months following the end
of the financial year and shall be approved by virtue of a resolution to be issued
by the National Assembly. Such resolution, to which shall be attached the remarks

of the National Assembly, shall be published in the Official Gazette.
Article 45
Any surplus arising from the final account of the financial year shall be transferred

to the reserve fund and any deficit shall be charged thereto, provided that this

may only be effected by law.
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PART THREE

PROVISIONS WITH RESPECT TO INDEPENDENT AND SUPPLEMENTARY
BUDGETS

Article 46

All provisions which are included in this Law shall apply to independent and

supplementary budget and final accounts thereof.

However, the Minister of Finance and National Economy may, upon a proposal
- fromthe board of directors of any public organisation or any institution or municipality,
lay down for any such organisation, institution or municipality, exclusive rules and
regulations relating to budget and final account thereof, should the nature of

activities thereof be inconsistent with the provisions of this Law.
Article 47

Each public organisation, institution or municipality shall submit monthly reports
on progress or activities thereof and development of their financial position to the
Minister of Finance and National Economy, provided that such reports shall include

the details and information which he shall prescribe.

PART FOUR
FINAL PROVISIONS
Article 48

Any provisions which are inconsistent with this Law shall be revoked.
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Article 49

The Minister of Finance and National Economy shall issue the ministerial orders

required for the implementation of this Law.

Article 50

The Ministers, each in his respective capacity, shall implement this Law which

shall come into effect from the date of its publication in the Official Gazette.

Signed:  Isa bin Salman Al Khalifa

Amir of the State of Bahrain

Issued at Rifaa Palace
on 20th Muharram, 1395 Hijra
Corresponding to 1st February 1975

Source: Translated from the Laws and Regulations issued in Bahrain during the

period 1970-79 book, Volume 1, 1980.
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APPENDIX 3 : MOE BUDGET CLASSIFICATION CODES STRUCTURE

T CLASSIFICATION A
"CODES | o
S . DESCRIPTIQN
MIN | PROG.| PROG.| ° s
a | )OOOEMINISTRY:OF,EDUCATIQSI,... :
2111 | )oocH]:ADQUARTERS

21| 11 | 00 soo MINISTER'S OFFICE' L :
21 | 11 | 01, | xx MINISTER'S OFFICE = S

21.| 12| 00 | socc UNDERSECRETARY'S OFFICE |
|21 12| 01 | o UNDERSECREIARY'S OFFICE

211 13 | 00 socx EGYPTIAN MISSION . o
21 13 0l . XX ——__—hGYP'I‘I_AN ML —ss‘I'—‘a\J '

21 14| 00 | o PUBLIC 'REL.. & ED. ACIVTS. DIR.
21 14 01 xx DIRECTOR'S OFFICE ,

21 14 02 xx PUBLIC RELATIONS

21 | 14 03 xx EDUCATICNAL ACI‘IVI'I'II:S

| 21 15 | 00 ploiod SCHOI_ARSHIP & CULTRL AFF. DIR.
|21 15 01 xx DIRECTOR'S OFFICE

Jz2L {15 02 xx SCHOLARSHIPS :

i 21 15 03" xx EDUCATICNAL ATI.‘ACHE

20 | 16 -] 00 soo PUBLIC LIBRARIES
121 | 16 | 01 | s DIRECIOR'S,OFFICE

21 16 | 02 xx CHIEF'S OFFICE. :

21 16 03 xx LIBRARIES ARAD . _

21 16 | 04, | & xx ...~ EAST RIFAA
Az1. 1 16 05 | xx. ;\.',-HIDD
121 16 06 Coxx " ISA TOWN

21 | 16| 07| =xx - JIDHAFS
121, | 16 | 08 xx - MANAMA
2L} e |09 | xx MUHARRAQ .

21 | 16 | 10 xx SITRA ..

21 16 11 .| xx - KARZAKAN-

21 | 16 12 o' BUDAIYA

21, 16 13| xx MUSICAL INSTRUMENTS

proq CHILDREN LIBRARIES

1217 16 | 1a

Zi 1 2 200K ADMINISTRATIO‘] & FINANCE AFFAIRS
21 | 21 00 xooc AUS. OF - ADMIN. & FINANCE AFFAIRS -
71 21 01 '} xx AUS. OI‘ ADMIN. -& I'INANCE AFFAIRS

21 | 22 00 plotoly PERS(NNEL AFFAIRS Dmncromm:
21 22 01 xx DIRECTOR'S OFFICE
P L 22 02 xx RECRUITMENT & SALARIES

2 22 03 xx EMPLOYEE SERVICE & RELATI(ONS
2 22 04 sxx TRAINING & ASSESSMENT -

Al 4

—




APPENDIX 3 ( CONTINUED )

CIASSITICATION

CODES
SUB= 'DESCRIPTION

| MIN | PROG.| PROG. |
21 | 23 | 00 | xxx FINANCIAL & BUDGET AFF. DIR.
21 | 23 | 01 | xx DIRECTOR'S OFFICE
21 | 23 | 02 | 3x BUDGET & FINANCE
21 | 23 | 03 | xx PURCHASING & STORES
21 | 23 | 04 | soc ADMINISIRATION. . .
21 24 | 00 | xxx GENERAL SERVICES DIRECTORATE
21 | 24 | 01 | xx DIRECTOR'S OFFICE
21 | 24 | 02 | x MAINTENANCE .
21 | 24 | 03 | 3o TRANSPORT
21 | 24 | 04 | xx HOUSING
21 | 25 | 00 | soox VOCATIONAL EDUCATICN
21 | 25 | 01 | o VOCATIONAL EDUCATION
21 | 3 x00¢ EDUCATICNAL PLANS/PROG. AFFAIRS
21 | 31 | 00 | o AUS.OFF. PLANNING & ED. INFORM.
21 | 31 | 01 | s AUS. OFF. PLANNING & ED. INFOR.
21 | 32 | 00 | xxx PLANNING & PROGRAMMING DIRECTCRATE
21 | 32 | 01 | sx DIRECTOR'S OFFICE '
21 | 32 | 02 | xx PLANNING & PROGRAMMING |
21 | 32 | 03 | xx EDUCAT. PRQJ. ASSESS. & FOLLOW UP
21 | 32 | 04 | xx FEDUCAT. COSTS & FINANCIAL ANALYSIS
21 | 32 | 05 | o SCHOOL BUILDING SUPERVISION - -
21 | 33 | 00 |. o EDUCATIONAL INFORMATICON CENTRE
21 | 33 | 01 | xx DIRECIOR'S OFFICE
21 | 33 | 02 | 3 DOCUMENTATION
21 | 33| 03 | ‘xx STATISTICS .
21 | 3% | 00 | 3ooc RESEARCH & DEVELOPMENT CENTER
21 | 3 | 01 | sx RESEARCH & DEVELOPMENT CENIER
21 | & 300x GENERAL & TECHNICAL EDUCATION
21 | 41 | 00 | oo¢ AUS. OFF.- GENERAL & TFCH. ED.
"1 41 01 xoox AUS.. OF["--."GENERAL & TECH. ED.
21 | 42 | 00 | xox PRIMARY EDUCATION DIRECTORATE
21 | 42 | 01 | s DIRECIOR'S OFFICE
21" | 42 | 02 | ¢ BOYS PRIMARY EDUCATICN |
21 | 42 | 03 | xx GIRLS PRIMARY EDUCATIQN




APPENDIX 3 ( CONTINUED )

CLASSLFICATION
|l CODES : L
» SUB- ' DESCRIPTICN
MIN | PROG.| PRCG. R
21 | 43 00 xxx INTERMED. & SECONDARY ED. DIR.
21 43 01 xx DIRECTOR'S OFTFICE,
21 43 02 xx INTERMEDIATE. EDUCATI(N
21 43 03 | xx SECONDARY EDUCATI(N
21 43 04 - xx- TECHNICAL 'EDUCATION
21 43 | 05 | ¢ TECHNICAL STCRES
217 43 06 | o COMERCIAL EDUCATION y
21 |- 43 | 07 | ¢ MAINTENANCE L .
21 |. 43 | 08 300 EXAMINATION - " _
21. | 44 00 xxx ADULT EDUCATION DIRECTORATE
21 | a4 | 01 xx. DIRECTCR 'S OITICE o
121 |44 |02 xx‘ILLITERACY SR
21 | 44 |03 xxADULT EDUCATICN S
211 45 | 00 xxx PRIVATE 'EDUCATIQN DIRECI‘CRATE
21 45 | 01 | "xx DIRECIOR'S OFFICE.
21 45 | 021 ¢ LIAISON & INSPECI‘IG\I
2L | 45 | 03 | oc PROGRAMS. . ...
21 46 00 | xoxx SC(]JT SPCRT & S'I‘UD SERV. DIR
|21 46 | 01 xx DIRECTOR' S OFFICE
21 46| 02| xc PHYSICAL' EDUCATI(I\I
21 46 | 03 | ' xx SCOUTING = - ' .
21 46 .| 04 | xx GIRL GUIDES = "
21 46 s | jxx STUDENT SERVICES
21 5 )ochURRICUI_IJM&TRAINING I
21| 51 00 xox AUS. OFF. - CURRICULIM & TRAINING
21 51 01 xx AUS. OFF. CURRICULUM & I‘RAINING
A 52 | :007 xxx TRAINING DIRECI‘(RATE
21 52 01 - |© 'xx*DIRECTOR'S OFFICE . :
2L .| 52 | 02 | xx RESEARCH UNIT ;, .. !
121 | 52 | 03 | ~xx TRAINING UNIT * " I
2151 52 |.04- xx RESOURCES -UNIT -
21 52 |05 | ~ xx REGISTRATI(N. UNI'I‘
21 |52 | 06 | . EDUCATIG\IAL QUALIFICATCNS
21 53 00 plotory CURRICUT.UM DIRECI‘ORATI:
21 53 .| 01 | xx DIRECIOR'S OFFICE .
21 53 02 | ‘xx ASSESSMENT UNIT ~ :
21 53 03 xx RESEARCH UNIT..- - ’
21 53 04 xx LANGUAGES & HUMANITIES
21 53 05 xx MATHEMATICS & SCIENCE.
21 53 06 -xx COMMERCIAL & TECHNICAL
21 | 53 07 - XX BO(KS & AIDS




APPENDIX 3 ( CONTINUED )

CODES

CLASSIFICATION |

MIN

PROG.

SUB=|
PROG.

DESCRIPTION

21
21
21
21
21
21

21.

2L

21

21

54
54
54
54
54

.55
55
56

54 -

56

00

01
02
03
04

0o

o1

00
01

xacx EDUCATICNAL AIDS DIRECTORATE
xx DIRECIOR'S OFFICE -

. %x EDUCATIONAL RESOURCES

xx AUDIO VISUAL AIDS '
:xx TELEVISI(N. UNI'I‘ -
XX I.ABCRAT(RIES

XXX UNESCO CGVIMI'I'I'EE o
UNESCO CG‘dMI'll‘E.E

o'y ADULT EDUCATICN TRAINING CENTER

xx, _ADUL'T“_‘”‘_ EDUCATION TRAINING CENTER .
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